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Soviet  reunification 
A more  popular  topic 
in  Belarus  than  Ukraine 
Page  3 
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Only  connect 
Dawning  of 
the  network  age 
Peter  Martin,  Page  18 


Iveco  in  China 
The  importance  of 
espresso  in  Nanjing 
Management,  Page  14 


Nigeria 

Unrest  in  the  delta 
over  oil  spoils 
Page  6 
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Kurdish  leader 
vanishes  after 
: Dutch  rejection 

Abdullah  Ocatan,  the  fugitive 
Kurdish  guerrilla  leader  warned 
. by  Turkey,  tried  fly  to  the  Nether- 
...  lands  yesterday,  was  denied  per- 
mission to  land  and  then  appar- 
ently vanished.  Turkey's  foreign 
;L  ministry  sak±  “We  expect  all 
European  countries  to  immedi- 

* atriy  determine  the  place  where 
this  individual  Is  hiding  to  escape 

“ -•  from  Justice,  and  to  hand  him 
!■  over".  Europe,  Page  2 

• Russian  plan  Ml  mbs  IMF  targets 

L Prime  minister  Yevgeny  Primakov 
^ ‘ finished  work  on  Russia's  latest 
At  economic  plan,  which  does  not 
jp  meet  objectives  9et  out  by  the 
International  Monetary  Fund  for 
[ release  of  new  financial  aid. 
i Europe,  Page  3 

Green  tight  for  Strasbourg  link 
The  French  government  has 
approved  a new  high-speed  rail 
link  between  Paris  and  Stras- 
bourg on  the  eastern  border  with 
' Germany.  Europe,  Page  3 

Mamie  leadar  starts  hunger  strike 
Sheikh  Ahmed  Yassin,  leader  of 
the  Hamas  militant  Islamic  move- 
ment, said  he  had  begun  a hun- 
ger strike  to  protest  at  the  deten- 
tion of  political  prisoners  in 
Palestinian  Authority  jails, 

Iranians  mark  revolution 
Crowds  gathered  at  the  shrine  of 
Iran's  late  spiritual  leader  Ayatol- 
lah Ruhollah  Khomeini  to  mark 
20  years  since  the  Mamie  revolu- 
tion. 

Seddam  offers  cash  bounty 
Iraqi  air  defence  troops  who 
shoot  down  hostile  aircraft  are  in 
line  for  a $14,000  bounty  under 
orders  from  President  Saddam 
Hussein.  International,  Page  8 - 

Explosion  rocks  US  Ford  plant . 
ft  An  explosion  and  fire  rocked  a 
generating  station  for' Pord 
Motor’s  big  Ford  Rouge  plant  in  | 
- Michigan,  Injuring  monk  than* 
dozen  people,  some  seriously.  i 

fftnrian 

Western  governments  and  taritfi’  .-.j 
ers  are  preparing  a condttkmiti  ; 
S1.5bn  for  the  dvfflan  govern- 
ment due  to  take  office  In  Nigeria 
in  May.  It  aims  to  evert  a paten-  ; 
tteHy  destabUMng  economic  erf-  j 
sis.  International,  Page  6 

Lawyers  advise on  oooffata 
Lawyers  we.  advising  UK  flnandta  , 
organisation*  to  review  how  they  i 
build  and  mtMn  "Chinese 
walls"  following  a landmark  judg- 
. ment  on  managing  conflicts  of 
i ■*  interest  UK,  Page  ip 

Thai  ohms*  motions  Ml 
The  Thai  government  defeated  ' 
censure  motions  brought  against 
three  senior  ministers  but 
remained  under  pressure  to 
deliver  quickly  on  promises  of 
economic  recovery.  Asia,  Page  4 

US  and  tafia  daw  to  iM 
India  and  the  US  we  moving 
towards  an  agreement  under 
which  Delhi  would  sign  the  Com- 
prehensive Teat  Ban  Treaty  pro-  ' 
vlded  economic  sanctions  are 
lifted  first.  Asia,  Page  4 

Parents  blamed  over  antibiotics 

fX*  Parents  who  demand  antibtotica 
▼l  for  their  children  even  when  doc- 
tors think  the  drugs  unnecessary 
are  a large  factor  In  the  growing 
overuse  of  such  mecBdnea,  say  •' 
Boston  University  SchooT  of 
Mecfidne  reosqohara. 


European  economies 
weaken  as  US 
stages  recovery 

European  manufacturing 
continues  to  shrink.  In  contrast  to 
the  US  where  manufacturers  are 
staging  a recovery  at  home  and 
abroad,  surveys  stow.  The  fig- 
ures also  show  that  deflation 
within  Europe  may  soon  become 
apparent  Page  20  and  Lax 

Nsopost  Europe's  largest  maker 
of  mallroom  equipment,  is  to  Hat 
on  the  Paris  stock  exchange  In 
an  Initial  public  offering  that  Wffl 
value  the  company  at  about  . . 
6600m  (8684m).  European  com- 
panies, Page  24 

Tho  Real's  rapid  slide  against  the 
dollar  was  halted  by  optimism 
that  the  Brazilian  government 
would  agree  a revised  emer- 
gency financing  deal  with  the 
International  Monetary  Fund. 
American  news,  Page  8;  Edito- 
rial comment.  Page  18 

National  arid,  UK  electricity 
transmissions  group,  announced 
the  agreed  purchase  of  Eastern 
Utilities  Associates  In  the  US  for 
$634m.  Companies  and 
finance,  Page  21 

Exxal,  Argentine  private  equity 
fund,  and  French  retailer  Pro- 
mod  6s  are  to  form  Argentina's 
biggest  supermarket  chain  with 
the  purchase  of  the  privately 
owned  CasaTfa  chain  for 
8630m.  Latin  American  com- 
panies, Page  22 

Banco  Bflbso  Vizcaya  of  Spain 
reported  record  annual  profits 
end  said  if  was  in  the  market  for 
a merger.  Companies  and 
finanoe,  Page  21 

Sftones,  German  freight  haulage 
company,  announced  plans  to 
create  Europe's  largest  transport 
ami  logistics  group  by  launching 
a SKr3.3bn  (S423m)  bid  for 
Swedish  transport  company  STL 
European  companies.  Rage  98' 

AT*T  armeunoed  a JoW  venture.  . 
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Wi  enable  1 to  reach  20m  A&afcr 
Jean  homes. Companies  an£ 
merketa,  Page  21  :J’i. 

Pahang  iron  A Steal  chairman  Yoo 
Sarig-boo  criticised  Ms  prsde- 
oessor  at  ths  South  Korean 
ateelmakBr  for  making  poor 
lnvertments,  which,  Mr  Yoo  e^d, 
could  “pose  obetades  for  a 
smooih  privatteaflan"  of  the 
group.  Aeto-Pactffc  oompanlaa, 
Page  28 

Cheriss  Sohwab,  largest  online 
stockbroker,  lifted  margin 
requirements  for  23  heavily 
traded  Internet  docks,  but 
reported  that  trading  In  some  of 
tha  stocks  continued  to  Increase 
from  already  hectic  levels.  Com- 
panies and  finanoe,  Page  21 

Tatevhawtni,  hokflng  company  of 
Grupo  Televisa,  Mexico's  largest 
broadcaster,  said  it  had  agreed 
with  crecfitor  banks  on  the 
restructuring  of  $1J27bn  of  debt 
Latin  American  companies,  . 
Page  22 

Euro  Prices 
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Societe  Generate  in  Paribas  deal 


By  temur  Woudar  Id  Paris 

SodOtO  GAnOrale,  France’s  largest 
listed  bask,  lias  launched  an 
agreed  all-share  takeover  bid  for 
Paribas,  the  fifth  largest,  which 
values  Paribas  at  €15bn  ($l7bn). 
The  merged  bank,  to  be  called  SO 
Paribas,  will  be  the  world’s 
fourth  largest  bank  in  terms  of 
shareholders’  equity  and  the 
third  largest  In  Europe,  with  a 
market  value  of  more  than 
€80bn* 

The  takeover  1b  expected  to  set 
off  farther  bids  In  the  overcrow* 
ded  French  banking  sectors. 
Leaden  of  the  new  SC  Paribas 
Indicated  they  Intended  to  be 
involved  in  that  process, 

Mr  AndrO  L6vy  Lang;  Paribas 

chairman  and  future  chairman 
and  chief  executive  of  the  merged 
group,  said  SO  Paribas  would  be 
Interested  in  acquiring  a stake  In 
Credit  Lyonnais,  which  is  dne  to 
be  privatised  before  the  end  of 
June.  SocGen  said  it  would  drop 


Agreed  all-share  takeover  bid  valued  at  $17bn 


Europs’s  top  10  bsnka 


Its  legal  challenge  to  state  aid 
received  by  Cfedlt  Lyonnais, 

The  takeover  was  Immediately 
welcomed  by  the  French  govern' 
ment,  which  is  actively  promo- 
ting consolidation  as  a way  of 
improving  the  International  com- 
petitiveness of  the  country's 
banking  sector. 

' 8 

The  banks  said  their  decision 
was  partly  motivated  by  “rapid 
technological  innovations  and 
increasing  mergers  in  the  sec- 
tori*. 

"A  few  days  after  the  birth  of 
the  euro,  SG  Paribas  becomes  a 
leading  player  In  a number  of 
businesses,"  said  Mr  Levy  Lang. 

Bank  shares  had  mixed  reac- 
tions on  the  Paris  bourse  yester- 
day, as  market  participants 
weighed  the  implications  of  the 
deal.  Those  of  Basque  Natlonale 
de  Paris  rose  10  per  cent  immedi- 
ately after  the  announcement  on 


Praaideat  H Ctotanjeeterday  prandaad  *■  new  are  of  opportunity"  when  he 
unviad  oexl  yr*a  badgvt  forecasting  mor*  than  $2^400bn  In  surpluses 
orer  a deoafeairt  spaaing  a struggle  with  RepubBoana.  Rage  20  Picture:  AP 

Kosovo  plan  set  to 
remove  Serb  powers 


feBtigods 


The  draft  peace  plan  for  Kosovo 
effectively  removes  the  Serbian 
government's  authority  over  the 
province,  awarding  to  copies  cir- 
culating in  Brigntflft. 

The  jdan  gives  sweeping  pow- 
ers to  the  head  of  the  new  inter- 

tiarinnal  mrniHoriilg  mission, 

including  the  right  to  remove 
and  appoint  officials  in  the 

iiiliiiliihh-BlItyi  and  judiciary. 

The  monitoring  mission,  ran 
by  the  Organisation  far  Security 
and  Co-operation  In  Europe 
(OSCE),  will  also  supervise  elec- 
tions tn'  Kosovo  within  nine 
months  and  set  up  its  own  broad- 
rearing  network. 

The  six-nation  Contact  Group 
is  expected  to  present  the  peace 
plsn  to  the'  warring  parties  at  a 
meeting  in  Fiance  later'  this 
week  The  tongb~denumds  reflect 
the  international  community’s 
frustration  with  the  year-old  con- 
flict ‘and  lack  of  progress  after 
months  of  drattle  diplomacy. 

Javier  Soiana,  Nato  secretary 
general,  warned  yesterday  that 
this  was  "a  last  opportunity  to 
reach  peace  in  Kosovo".  He  reit- 
erated he  had  authorisation  to 
onter  air  strikes  if  no  agreement 
waa  reached  in  talks.  Intended  to 
start  an  February  6 and  cantinas 
far  no  more  than  two  weeks. 

The  head  of  tha  monitoring 
mission  is  William  Walker,  a 
senior  OS  envoy  declared  persona 
non  grata  by  Belgrade  last 


month.  The  Serbian  authorities 
later  suspended  the  order. 

Both  France  and  Britain  have 
said  they  are  prepared  to  deploy 
troops  to  underpin  any  peace 
deal  and  the  US  has  fattiraitpri  it 
could  consult  Congress  about  a 
possible  role  for  US  troops. 

Neither  the  separatist  Kosovo 
Liberation  Army  (KLA)  nor  Bel- 
grade have  yet  responded  for- 
mally to  the  summons  to  peace 
talks  hut  diplomats  expressed 
confidence  they  would  be 
dragged  to  the  negotiating  table. 

The  status  of  Kosovo  is  not 
ripflrwH  under  the  plan,  but  far 
an  Interim  period  of  three  years 
the  territory,  with  its  overwhelm- 
ingly ethnic  Albanian  majority, 
will  be  granted  “a  high  degree  of 
self-governance".  The  Kosovo . 
government  will  have  the  option 
of  holding  posts  in  the  govern- 
ments of  Serbia  and  the  federal  j 

republic  of  Yugoslavia.  ; 

Reacting  to  the  draft  settle- 
ment, Serbian  officials  objected 
in  private  to  the  extent  of  auton- 
omy proposed  for  Kosovo  and  the 
sweeping  powers  vested  in  the  , 
Kosovo  Verification  Mission 
(KVM)  headed  by  Mr  Walker. 

According  to  a copy  of  the  draft 
plan,  seen  by  the  Financial  limes 
and  published  In  part  by  Serbian 
media,  the  bead  of  KVM  will 
supervise  implementation  of  the 
agreement  and,  for  an  undefined 
transitional  period,  have  the 
power  to  shut  down  existing 
institutions. 
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speculation  it  was  likely  to  be  the 
next  Frendh  bank  Involved  In  a 
bid.  BNP  had  approached  Paribas 
unsuccessfully  on  at  least  one 
recent  occasion.  Paribas  shares 
closed  at  €78,  down  2.4  per  cent 

Analysts  said  the  SG  Paribas 
merger  stepped  up  the  pressure 
on  BNP  to  forge  an  alliance  with 
annUmr  hank. 

With  FFr4,820bn  (€750.6bn)  in 
total  assets,  the  future  SG  Pari- 
baB  is  set  to  overtake  Switzer- 
land's Credit  Suisse  group  to  be 
Europe's  third  largest  bank  by 
this  measure.  It  will  be  just 
behind  Germany's  Deutsche 
Bank,  which  is  taking  over  Bank- 
ers Trust  of  the  US,  and  UBS  of 
Switzerland, 

SG  Paribas  will  have  Europe's 
largest  portfolio  of  Industrial 
Investments,  valued  at  €12bn. 
With  more  than  €200bn  of  assets 
under  management,  the  group 
said  It  would  be  one  of  Europe's 


10  largest  institutional  fund  man- 
agers, and  the  world’s  sixth  cus- 
todian with  mare  than  €500bn  of 
securities  held  in  custody  for  cli- 
ents. 

The  merger  will  take  ths  farm 
of  a share  exchange,  with  SocGen 
offering  five  of  its  shares  for 
eight  parlbaa  shares.  This  values 
Paribas  at  €16bn,  a 17  per  cent 
premium  over  Its  average  price 
last  month. 

Mr  Levy  Lang  will  head  the 
group  until  his  retirement  in 
November  2002  at  age  86,  when 
Daniel  Bouton,  48,  the  current 
SocGen  chairman,  will  take  over. 

JacqueB  Chirac,  the  French 
president,  welcomed  the  deal, 
saying  French  banks  needed  to 
"get  together  and  become  stron- 
ger to  face  international  competi- 
tion". 

The  banks  said  they  aimed  to 
achieve  return  on  equity  of  16  per 
cent  compared  with  less  than  the 
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11,6  per  cent  that  was  the  over- 
age of  the  two  banks  In  1998. 
They  also  set  a target  far  growth 
In  annual  net  aamlngw  per  share 
in  excess  of  16  per  cent 

■■••Ml  UiMiaUiMa4,iiMaHiU|ia,<|(„|  UMUHaMioaMOU 

UnSksty  pairing,  Page  24;  Batter  late 
than  never,  Page  IB;  Qfaaervar,  Paga 
10;  Lax,  Paga  20;  BBV  profits,  Page 
21 


Euro  beats  dollar  in  bond 
market  trade  in  first  month 

Analysts  question  whether  new  currency  can  sustain  lead 


Bv  Edward  Luce. 
Capital  Markets  Editor 


The  euro  has  pushed  the  dollar 
Into  second  place  in  international 
bond  markets  in  its  first  month 
of  trading. 

Since  its  launch,  the  euro  has 
been  the  currency  of  choice  for 
half  of  all  new  international  bond 
issues,  with  a value  equivalent  of 
SGSJbn.  The  dollar  took  40  per 
cent  ($6S.7bn)  of  the  totaL 

Analysts  have  warned  that  the 
euro's  share  of  international  bor- 
rowing would  probably  fall  back, 
but  the  challenge  to  the  dollar's 
•st^reapacy  would  not  fade  away. 

"If  you  Judge  by  the  bond  mar- 
kets, we  are  now  In  a dual  cur- 
rency world,”  said  Simon  Mead- 
ows, global  head  of  debt 
syndication  at  CSFB. 

The  next  most  popular  cur- 
rency was  stalling,  with  a share 
of  less  than  five  per  cent  The 
yen  barely  registered,  according 
to  Capital  Data  BondWare. 

The  euro  was  also  more  popu- 
lar than  Its  legacy'  currencies 
used  to  be.  The  proportion  of 
bonds  Issued  in  all  11  euro  "lega- 
cy" currencies  ran  at  between  30 
and  35  per  cent  in  recent  years. 

The  euro  has  capitalised  on 


enthusiasm  of  European  pension 
and  Insurance  funds  for  new 
types  of  bond,  including  offerings 
from  European  companies.  Doz- 
ens of  assets  managers,  including 
Credit  Suisse  Asset  Management 
and  Rothschild  Asset  Manage- 
ment have  launched  dedicated 
fands  for  euro-denomlnaled  cor- 
porate bonds. 

A number  of  European  compa- 
nies, such  as  Olivetti,  the  Italian 
telecoms  firm;  Energle,  the  Aus- 
trian utility;  Carrefour,  the 
French  supermarket  chain; 
Abbey  National,  the  British 
bank,  and  Benetton,  the  Italian 
fashion  company,  have  either 
Issued  bonds  in  euros  In  the  last 
three  weeks  or  plan  to  do  so. 

"If  you  look  at  who  has  bor- 
rowed in  euros,  it  goes  right 
across  the  spectrum  from  banks 
and  companies  to  governments,” 
said  Roger  Bates,  head  of  the 
Deutsche  Bank's  Emu  ’project 
team  in  London. 

However,  bankers  say  that  the 
euro’s  share  of  the  international 
debt  markets  is  likely  to  drop 
slightly  to  take  account  of  the 
fact  that  many  borrowers  wanted 
to  make  a splash  in  the  curren- 
cy’s first  mouth  of  existence. 

“A  lot  of  borrowers  wanted  to 


be  the  first  to  establish  a new 
benchmark  and  attract  public- 
ity,'' said  David  Munves,  credit 
market  strategist  at  Lehman 
brothers. 

"However,  the  euro  has 
achieved  parity  with  the  US  dol- 
lar In  the  bond  markets.'1 

Bankers  say  that  the  euro's  Hy- 
ing start  has  been  aided  by  the 
fact  that  long-term  Interest  rates 
In  the  euro-zone  are  lower  than 
those  In  the  dollar  market 

This  makes  It  cheaper  for  com- 
panies and  banks  to  price  fixed- 
rate  issues  against  German  gov- 
ernment bonds,  where  the  10-year 
yield  Is  S.89  per  cent,  rather  than 
against  US  Treasury  bonds, 
where  the  yield  on  the  10-year 
benchmark  is  4.7  per  cent 

The  euro's  popularity  has  been 
aided  by  the  recent  weakness  of 
the  US  dollar  against  the  Japa- 
nese yen  owing  to  the  widening 
US  current  account  deficit  and 
the  rise  in  Japanese  bond  yield*. 

In  addition  many  Asian  and 
especially  Japanese  Investors 
have  been  selling  dollar  holdings 
to  free  up  funds  for  purchases  of 
the  euro. 

Investors  embrace  euro,  Page  21 
Bonds,  Page  30 
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EUROPE 


Ocalan’s  location 
proves  mysterious 


By  David  Buchan  in  London, 
Loyb  Boulton  in  Ankara  and 
James  Blitz  ai  Rome 

The  whereabouts  of  one  of 
the  world's  most  unwanted 
men  - Abdullah  Ocalan  - 
were  again  unclear  last 
night  after  an  aeroplane  car- 
rying the  fugitive  Kurdish 
guerrilla  leader  tried  to  land 
in  the  Netherlands,  was 
denied  permission  and  then 
apparently  vanished  into 
thin  air  again. 

By  the  end  of  the  day,  Tur- 
key, the  only  country'  that 
wants  Mr  Ocalan,  in  order  to 
try  him  on  terrorist  charges, 
was  claiming  the  Kurdish 
leader  had  landed  in  Athens, 
where  Dutch  radio  had 
reported  he  was  headed.  But 
the  Greek  government 
denied  this,  saying  Mr  Oca- 
lan would  not  be  welcome. 

Some  200  Kurds  gathered 
early  yesterday  at  Rotter- 
dam airfield  on  rumours  of 
their  leader's  arrival,  but 
were  disappointed  when 
Dutch  air  control  refused  to 
let  Mr  Ocalan’s  private  aero- 
plane land  because  it  had 
not  filed  a proper  flight  plan.  - 
Britta  Boehier.  Mr  Ocalan’s 
Dutch  lawyer,  said  Mr  Oca- 
lan had  wanted  to  take  the 
Kurdish  dispute  with  Turkey 
to  the  Permanent  Court  of 
Arbitration  in  The  Hague. 
She  said  she  had  no  Idea 
where  Mr  Ocalan’s  aircraft 
was  headed  thereafter. 

However,  alarmed  that 
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Italy  might  be  his  destina- 
tion again,  the  Italian  gov- 
ernment yesterday  ordered 
its  secret  services  to  board 
and  search  a number  of  air- 
craft at  airports  across  Italy. 
Mr  Ocalan  triggered  a diplo- 
matic crisis  in  Italy's  rela- 
tions with  Turkey  anrl  Ger- 
many last  November  when 
he  arrived  in  Rome.  Eventu- 
ally, angry  with  Germany 
for  refusing  to  demand  Mr 
Ocalan’s  extradition,  and 
embarrassed  by  Turkey’s 
demand  for  his  extradition, 
the  Italian  authorities  were 
delighted  to  see  Mr  Ocalan 
slip  out  of  their  country  on 
January  16. 

Where  the  Kurd  then  went 
is  as  much  of  a guess  as 
where  he  is  now.  Many 
reports  said  he  went  back  In 
mid-January  to  Russia, 
where  Mr  Ocalan  went  last 
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October  after  he  was 
expelled  by  Syria,  his  long- 
time haunt,  under  Turkish 
pressure.  From  Russia, 
where  his  presence  was 
denied,  he  was  rumoured  to 
have  gone  on  to  the  Cauca- 
sus or  Lebanon.  Turkey  has 
warned  that  it  would  regard 
any  country  harbouring  Mr 
Ocalan  as  committing  a hos- 
tile act. 

Bfllent  Ecevit.  Turkey’s 
caretaker  prime  minister, 
yesterday  signalled  his  satis- 
faction at  the  fact  that  “Oca- 
lan is  wandering  from  coun- 
try to  country,  trying  to  find 
an  open  door". 

He  said  that  “it  was  now 
understood  that  opening 
your  door  to  Apo  [Turkey’s 
nickname  for  its  most 
wanted  man]  means  becom- 
ing an  accomplice  to  terror- 
ism". 


Transparency  shapes 
up  as  main  challenge 

gard  of  public  opinion.  “You  could  imagine  live 

In  these  early  days  of  the  broadcasts  of  all  Governing 
euro,  critics  are  concentrat-  Council  meetings,  committee 
ECB  watch  hig  their  fire  on  the  ECB’s  meetings,  perhaps  including 

— refusal  to  publish  the  min-  ...all  words  uttered  in  the 

utes  of  its  Governing  Coun-  corridors  of  power.  George 
By  Tony  Barber  in  Frankfurt  oil's  meetings.  Orwell  in  reverse,  if  you 

— The  council’s  control  of  will ...  Would  such  complete 

The  degree  to  which  monetary  policy  affects  the  openness  really  enhance  the 
unelected  European  Union  well-being  of  millions  of  general  public's  (and  even 
institutions  should  be  open  people  and  businesses  in  the  the  specialists')  understand- 
and  accountable  is  shaping  11-nation  euro-zone  and  even  ing  of  monetary  policy?” 
up  as  one  of  the  ElTs  biggest  beyond.  Surely,  the  argu-  Mr  Issing’s  strongest  argu- 
chalienges  oF  the  year.  It  was  meat  runs,  businessmen  and  ment  was  that,  since  the 
visible  last  month  in  the  voters  have  a right  to  be  ECB  has  a strictly  limited 
attempt  by  the  European  informed  about  how  the  17-  mandate,  it  should  he  held 
parliament  to  assert  its  member  council  reaches  a accountable  for  fulfilling 
power  against  the  unelected  decision  to  raise,  lower  or  that,  and  nothing  else.  Pow- 
but  relatively  strong  Euro-  leave  unchanged  euro-zone  erfiil  though  it  is,  the  ECB  is 
pean  Commission.  interest  rates-  not  the  central  banking 

The  issue  is  equally  impor-  Last  week,  the  ECB  gave  equivalent  of  Thomas 
taut  for  the  European  Cen-  its  most  trenchant  response  Hobbes'  Leviathan.  Nor  does 
tral  Bank,  which  is  discover-  so  far,  in  the  form  of  a it  have  an  obligation  to  elim- 
ing  to  its  discomfort  that  it  speech  by  Otmar  Issing,  the  mate  unemployment,  raise 
is  attracting  accusations  of  bank's  redoubtable  chief  living  standards  or  produce 
secretiveness  and  lofty  disre-  economist.  rabbits  out  of  hats. 

Economic  indicators  for  euro-11  countries 
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CDU  man  in  high-risk  gamble 

For  an  election  candidate  to  focus  on  dual  nationality  is  tempting, 
but  it  is  making  party  members  angry,  writes  Ralph  Atkins 


Roland  Koch's  speech  in 
the  local  church  hall  in 
the  Frankfurt  suburb  of 
Sulzbach  starts  with  a famil- 
iar target  “Are  you  happy 
with  the  financial  policies  of 
Oskar  Lafontaine  [Ger- 
many's finance  minister]?" 
he  demands. 

After  a while,  Mr  Koch, 
-candidate  for  the  right-of- 
centre  Christian  Democratic 
Union  (CDU)  in  Sunday's 
Hesse  state  election,  moves 
to  a still  greater  “threat”: 
the  federal  government's 
plans  to  sanction  “dual 
nationality"  for  many  of  the 
7m  foreigners  living  in  Ger- 
many. “Very  quickly,"  he 
warns,  “the  exception  would 
become  the  norm". 

But  the  questions  after- 
wards are  largely  about  jobs 
and  Germany's  competitive- 
ness. As  Mr  Koch  leaves, 
only  19  of  the  70-strong  audi- 
ence have  signed  the  peti- 
tion against  dual  nationality 
promoted  by  the  CDU. 

Despite  the  braising  first 
100  days  in  Bonn  of  Chancel- 
lor Gerhard  SchrOder’s 
Social  Democratic/Green 
party  government  Mr  Kocb 
is  not  making  headway  in 
Hesse's  elections. 

A Polis  poll  in  Focus  mag- 
azine suggests  the  SPD 
would  add  three  percentage 
points  to  the  38  per  cent  won 
in  19%  and  consolidate  its 
eight-year-old  local  coalition 
with  the  Greens  in  the  state 
government 

Mr  Koch's  focus  on  dual 
nationality  as  the  single 
most  important  issue  is  not 
only  upsetting  the  churches 
and  colleagues  in  the  CDU. 
It  has  also  made  Hans 
Eichel,  Hesse’s  prime  minis- 
ter  - best  known  as  an 
expert  on  tax  policy  - seem 
something  of  a statesman, 
defending  the  moral  integ- 
rity of  the  state  which 
houses  Germany’s  financial 
district  and  the  European 
Central  Bank. 


A strong  result  on  Sunday 
would  be  a considerable 
boost  for  Mr  SchrMer.  who 
acknowledges  that  his  first 
100  days,  which  have 
included  rows  over  nuclear 
power  and  a confrontation 
with  industry  over  tax  pol- 
icy. have  been  bumpy. 

It  would  also  raise  ques- 
tions about  the  effectiveness 
of  the  CDU  as  an  opposition 
party,  still  traumatised  by 
its  ejection  from  federal 
office  last  autumn  alter  16 
years  under  Chancellor  Hel- 
mut Kohl.  Ahead  this  year 
lie  six  more  state  elections 
and  the  European  elections 
in  June. 

In  Hesse's  SPD,  a keen 
sense  of  optimism  prevails. 
Volker  Halsch.  the  local  par- 
liamentary manager,  says 
the  so-called  “false  start"  by 
the  Bonn  government  “was 
made  a lot  of  by  the  media. 

“It  had  less  effect  on  the 
population.  People  gave  the 
government  a lot  of  trust 
You  have  to  look  at  what 
has  actually  come  out  of 
Bonn.  A lot  of  campaign 
promises  have  been  kept. 
That’s  rather  positive." 

Even  Hesse's  Greens  seem 
unabashed  by  setbacks  at 
the  Bonn  level  - including 
retreats  by  Jllrgen  Trittin, 
the  Green  environment  min- 
ister, on  the  timetable  for 
Germany's  withdrawal  from 
nuclear  power.  “It  wasn't 
what  we  dreamt  of."  admits 
Priska  Hinz,  the  local 
Green's  leader  and  Hesse's 
environment  minister. 

“But  atomic  policy  needs  a 
lot  of  time  and  work  to  push 
through.  When  opposition 
parties  [in  Bonn]  come  into 
government  after  16  years, 
there’s  bound  to  be  friction, 
and  problems  reaching 
agreements.  The  voters  are 
much  calmer  than  we  are." 

“Red-green”  in  Hesse  has 
proved  a stable  combination, 
though  a dispute  over 
expanding  Frankfurt  airport 


is  rapidly  growing  into  a 
divisive  issue  which  could 
bog  down  post-election  coali- 
tion talks. 

Mr  Koch  admits  many  vot- 
ers are  still  prepared  to  give 
the  new  Bonn  government 
some  credit.  In  addition,  the 
CDU  "is  not  in  ideal  shape, 
four  months  after  a federal 
election":  it  has  yet  to  refor- 
mulate its  economic  policy 
to  win  back  voters. 

Thus  the  focus  on  dual 
nationality  is  tempting.  It 
has  demonstrated,  says  Mr 
Koch,  “that  the  CDU  is  still 
capable  of  mobilising  and 
fighting”.  Already.  200,000 
signatures  have  been  col- 
lected In  Hesse.  It  has  given 
Mr  Koch,  one  of  the  CDLTs 
younger  leaders,  a high 
national  profile. 

He  says  the  argument  is 
about  finding  the  best  way 
erf  integrating  foreigners.  He 
dismisses  suggestions  he  is 
harming  Frankfurt's  reputa- 
tion as  an  international 
financial  location.  “Nobody 
is  agitated  that  if  1 went  to 
New  York  I’d  never  have  a 
chance  of  US  nationality 
without  giving  up  my  Ger- 
man citizenship." 

But  it  is  a high-risk  strat- 
egy. Ruth  Wagner,  chair  of 
the  Hesse  Free  Democratic 
Party,  the  CDlTs  most  natu- 
ral coalition  allies  in  federal 
or  state  government,  warns 
the  CDU  runs  the  risk  of 
encouraging  extremists. 
“I've  seen  people  coming  up 
to-  CDU  stands  and  asking: 
‘Where  can  I sign  up  for  “for- 
eigners out"?’  We  can’t  have 
that" 

She  is  reconciled  to  her 
party  remaining  out  of 
office,  the  opposition  forces 
divided.  The  fallout  from 
Bonn  politics  has  yet  to 
materialise.  “The  media 
think  it  was  a false  start  but 
the  voters  don't.  Yet.  Per- 
haps in  a year  they  will." 

Edtorial  comment,  Page  17 


Hesse:  CDU  tries  to  haft  the  sBda 
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NEWS  DIGEST 


EURO-ZONE _j_ ' 

M3  money  supply  growth 
sees  slight  upturn  -h- 

Euro-zone  M3  money  supply  growth,  an  motcator  which 
the  European  Central  Bank  owe  to  drayrntoi  *a  fcfyw* 
rate  policy,  rose  at  an  annual  rate  of  4.7  par  cam  in  bit . 
three  months  to  December,  the  ECB  aajd  y*£aretay. 

The  rate  of  increase  «a  slightly  higher  than  the  reference 
value  of  4.5  per  cent  which  the  ECB  has  said  It  woukt*» 
to  see  in  1999.  the  first  year  of  the  euro's  existence.  Arm- 
lysts  said  the  rate  of  growth,  though  by  no  means  itam- 
ing  might  reduce  the  chances  of  wi  mtereet  rate  cut  on 
Thursday,  when  the  ECB’s  gowning  cOuncS  holds  Its  nut 
meeting.  The  ECB’s  main  refinancing  rate  stands  « pres- 
ent at  3 per  cent.  - _ __ 

jean-Ciaude  Trichet,  Bank  of  France  governor  and  ECB 
governing  councfl  member,  said  last  weekend  IhaJ  M3 
growth  was  running  "at  a pace  we  consider  appropriate, “ 
but  that  growth  in  the  narrower  Ml  money  supply  measure 
was  ruining  at  about  9 per  cent  Tony  Barber,  Frankfort 

TRADER  ARRESTED  IN  STOCKHOLM 

Share  fraud  hits  bank 

MeritaNordbanken.  the  largest  bank  m the  Nordic  region, 
yesterday  said  a rogue  trader  in  its  Swedish  stock  broking 
arm  had  defrauded  the  Ftnntsh-Swedish  bank  of  SKr29Qm 
(S37m). 

The  share  fraud,  one  of  the  largest  to  hit  a Scandinavian 
lender  in  recent  years,  involved  the  alleged  short  seOng  of 
shares.  Under  the  scheme,  the  broker,  who  has  not  been 
named,  used  fictitious  sell  notes  from  institutional  efianzs 
of  MeritaNordbanken  In  order  to  seB  stock  in  the  hope  of 
buying  it  back  more  cheaply  at  a later  dale  and  taking  the 
profit  Police  in  Stockholm  arrested  the  trader  yesterday 
morning.  Although  he  has  not  been  formally  charged,  he 
has  been  detained  on  suspicion  of  "serious  breach  of  faith 
and  serious  embezzlement*. 

This  the  largest  internal  fraud  uncovered  for  years.*  said 
Jussi  Laltinen.  executive  vice  president  of  Nardbanken 
Markets,  the  bank's  Stockholm-based  equity  trading  busi- 
ness. Mr  Laltinen  emphasised  that  none  of  the  bank’s  cli- 
ents had  incurred  any  toss,  while  the  bar*  itself  was 
insured  against  fraud.  Tim  Burt,  Stockholm 

CAR  PRICES 

Netherlands  ‘best  for  bargains’ 

UK  consumers  should  buy  their  care  abroad,  according  to 
the  latest  European  Commission  survey  of  car  prices  In 
the  EU  - and  preferably  in  the  Netherlands. 

Of  Europe’s  76  best-seHing  models.  57  are  more  .expan- 
sive In  the  UK  than  elsewhere.  The  Netherlands  is  foe  best 
place  for  bargains,  followed  by  Spam,  Portugal  and  Swe- 
den. 

The  Commission  said  the  drop  in  the  value  of  the  pound 
since  last  year  had  narrowed  the  gap  between  the  UK  and 
other  countries,  but  said  it  was  still  inundated  with  com- 
plaints from  British  customers  who  face  cfifficutties  when 
trying  to  buy  a right-hand-drive  car  on  the  continent,  Over- 
all, price  differences  have  decreased  significantly  since  the 
last  siffuey  in  May  last  year.  Emma  Tucker,  Brussels 
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Turk  Telekom  plans  sell-off 

Turk  Telekom,  the  Turkish  telecommunications  company 
estimated  to  be  worth  around  SlObn,  said  yesterday  it  was 
preparing  itself  for  privatisation  in  the  expectation  that  a 
first  strategic  sale  of  20  per  cent  of  the  company  would  go 
ahead  soon  after  elections  in  April. 

Attfla  Sazgin,  general  manager,  said  foe  company  would 
next  week  put  out  to  tender  a contract  for  consultants  to 
advise  it  on  reorganising  and  modernising  its  management 
structures  and  practices. 

Turkey  has  stipulated  that  the  buyers  of  a 20  per  cent 
strategic  stake  must  feature  a world  class  international 
telecommunications  operator.  It  plars  to  sell  another  14 
per  cent  of  foe  company  to  International  and  domestic 
investors  and  5 per  cent  to  staff.  A further  10  per  cent  will 
go  to  the  post  office  administration,  while  51  per  cent  is  to 
remain  in  state  hands.  Leyta  Boulton,  Ankara 
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Copyright  law  set  to  spark  showdown  tois  to  ^.i 
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By  Emma  Tucker  in  Brussels 


FT  Maps 

The  FT  is  now  able  to  offer  the  following  world  and  industry 
specific  maps  for  purchase  in  a wallchart  or  folded  format: 

FT  International  Telecommunications  Map  1997 

published  in  association  with  Salomon  Smith  Barney 

FT  Global  Telecommunications  Map  1998 

published  in  association  with  Inmarsat 

FT  Asia-Pacific  Telecommunications  Map  1998 

published  in  association  with  Telstra 

FT  Euroland  Map  1998 

published  in  association  with  Deutsche  Bank 

For  further  information,  please  contact: 

Julia  Woolley 

Tel:  +44  1787  228418  Fax:  +44  1787  227419 
Email:  julia.woolIey@FT.com 

or  Tracey  Endacott  in  London 
tel:  +44  171  873  4356  Fax:  +44  171  S73  4862 
Email:  tracey.endacott'e  FT.com 

FINANCIAL  TIMES 

No  FT,  no  comment. 


The  European  Commission 
is  heading  for  a showdown 
with  the  European  Parlia- 
ment over  proposals  to  har- 
monise copyright  law  across 
the  single  market 
The  Commission  believes 
parliamentary  amendments 
to  the  copyright  directive, 
which  strengthen  protection 
for  artistic  works  distributed 
electronically,  would  place 
intolerable  burdens  on  tele- 
coms operators  and  could 
even  jeopardise  the  develop- 
ment of  the  internet 
The  European  Union’s 


be 


executive  plans  to  reject  a 
number  of  the  amendments, 
which  were  tabled  by  an 
influential  parliamentary 
committee  two  weeks  ago 
and  expected  to  be  adopted 
by  the  full  parliament  next 
week. 

But  its  decision  - to 
agreed  at  a meeting  today 
will  increase  tensions  with 
the  parliament  at  an  already 
fraught  time.  The  parlia- 
ment, which  last  month 
voted  narrowly  against  sack- 
ing the  Commission  for 
alleged  fraud  and  misman- 
agement, is  in  no  mood  to 
see  its  wishes  snubbed  by 


the  Brussels  executive, 
which  still  has  the  sole 
power  to  initiate  legislation. 

The  Commission's  position 
has  also  enraged  the  power- 
ful recording  industry, 
which  lobbied  the  parlia- 
ment hard  in  order  to 
tighten  copyright  protection 
for  music  and  other  forms  of 
art  distributed  on  the  inter- 
net 

The  directive  aims  to  bar-  * 
mortise  EU  copyright  law  in 
the  digital  era  so  that  mate- 
rial protected  by  copyright 
does  not  encounter  obstacles 
when  flowing  from  one  EU 
country  to  another. 


The  original  Commission 
proposal  sought  to  maintain 
a balance  between  the  rights 
holders,  worried  about 
piracy  of  digitally  transmit- 
ted material,  and  the  tele- 
coms operators  that  distrib- 
ute the  works. 

The  most  hotly  contested 
amendment  concerns  tempo- 
rary copying  - incidental 
copies  of  music  or  films  that 
are  made  in  passing  as  data 
flows  across  the  internet. 
The  Commission  proposal 
said  such  copies  - which  are- 
dictated  by  technology  and 
which  have  no  separate  eco- 
nomic significance  of  their 


own  - should  not  be  covered 
by  copyright  law.  However, 
one  of  the  parliament’s 
amendments  would  modify 
the  proposal  so  that  such 
copies  would  only  be 
exempted  from  copyright 
law  where  their  distribution 
was  authorised  by  the  rights 
holder. 

Mario  Monti,  the  single 
market  commissioner  in 
charge  of  the  directive, 
believes  this  would  place  a 
s traitjacket  on  internet  oper- 
ators as  it  would  require 
them  to  monitor  all  the 
information  that  passed 
across  their  networks. 


AEROSPACE  INDUSTRY  GERMANY  STILL  WANTS  CONSOLIDATION  DESPITE  BAe/GEC  DEAL 


European  defence  unity  urged 


By  Alexander  Nlcoll  and 
Ralph  Atkins  in  Bom 

Germany  strongly  believes 
in  the  creation  of  a united 
European  aerospace  and 
defence  company  (EADC)  in 
spite  of  last  month's  all- 
British  deal  between  British 
Aerospace  and  General  Elec- 
tric Company,  the  German 
aerospace  minister  said  yes- 
terday. 

“The  EADC  is  an  impor- 
tant aim  for  the  Industry 
and  we  should  stick  to.  this 
aim,"  Siegmar  Mosdorf.  gov- 
ernment co-ordinator  for 
aerospace  in  the  federal  eco- 
nomics ministry,  said  In  an 
interview  with  the  Financial 
Times.  The  EADC  was  part 
of  giving  Europe  a stronger 
identity  in  foreign  and  secu- 
rity policy,  he  said. 


Mr  Mosdorf  also  stressed 
the  urgency  of  turning  the 
Airbus  Industrie  consortium 
into  a single  corporate  entity 
in  order  to  compete  with 
Boeing  of  the  US.  “Time  is 
money,"  he  said,  estimating 
Boeing  would  recover  from 
its  recent  production  prob- 
lems within  two  years. 

But  he  feared  both  the  Air- 
bus and  EADC  processes 
may  have  been  set  back  by 
at  least  two  years  as  a result 
of  BAe’s  decision  to  buy  the 
Marconi  defence  arm  of 
GEC.  BAe  had  been  negotia- 
ting separately  on  a merger 
with  DauxderCbrysler  Aero- 
space (Dasa)  of  Germany, 
which  has  called  the  BAe/ 
GEC  deal  an  obstacle  to 
European  integration.  . 

Mr  Mosdorf  said  the  delay 
could  occur  because  France, 


which  is  in  the  midst  of  pri- 
vatising its  aerospace  and 
defence  companies,  may 
want  to  integrate  them  in  an 
attempt  to  match  the  size  of 
BAe/Marconl.  Mr  Mosdorf 
said. 

An  EADC  had  to  be  a 
“merger  among  equals".  Mr 
Mosdorf  said.  It  was  neces- 
sary to  find  a formula  for  a 
balanced  partnership  in 
which  it  would  not  be  possi- 
ble for  the  Interests  of  any 
country  to  be  out-voted  - 
though  he  midid-ed  this  did 
not  mean  a right  of  veto  for 
any  participating  company. 

Mr  Mosdorf  is  proposing  to 
other  European  Industry 
ministers  that  they  adopt  at 
a meeting  in  Some  this  sum- 
mer a detailed  plan  leading 
towards  creation  of  an 
EADC. 


As  a test  of  willingness  of 
industry  to  co-operate  across 
Europe,  he  is  also  suggesting 
that  the  timetable  of  sum- 
mer air  shows  be  revamped 
to  give  Berlin's  equal  billing 
with  those  at  Paris  and 
Farnborough.  He  suggests 
the  three  events  rotate  year 
by  year. 

The  Farnborough  and 
Paris  air  shows  alternate  - 
this  year  It  is  the  turn  of 
Paris.  The  Berlin  show, 
which  is  on  a smaller  scale, 
takes  place  every  two  years 
In  the  same  year  as  Farobor- 
ough.  The  Society  of  British 
Aerospace  Companies,  which 
stages  Farnborough,  said  it 
bad  rejected  previous  sug- 
gestions because  there  was 
demand  from  industry  to 
hold  its  sbow  every  two 
years. 
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RUSSIAN  ECONOMY  POLICIES  UNLIKELY  TO  SECURE  AID 

IMF  sees  Moscow 
plan  fall  short 


By  Andrew  Jack  In  Moscow 


The  Russian  government 
yesterday  completed  a new 
economic  plan  which  falls 
short  of  objectives  set  out  by 
the  International  Monetary 
Fund  for  release  of  new 
fmancia]  aid. 

Yevgeny  Primakov,  the 
prime  minister,  yesterday 
completed  work  on  a docu- 
ment of  about  *10  pages 
detailing  a range  of  budget- 
ary and  fiscal  objectives 
drafted  in  response  to 
requests  from  the  IMF. 

However,  the  policies  and 
targets  it  outlines  - which 
have  been  circulated  in  draft 
form  over  the  last  few  days 
- are  believed  to  fail  to  meet 
some  of  the  previous  assur- 
ances tentatively  agreed  by 
top  negotiators  on  both  sides 
just  before  Christmas. 

The  document  has  been 
prepared  against  the  back- 
drop of  negotiations  in 
Moscow  between  the  govern- 
ment and  a high-level  mis- 
sion of  IMF  officials  from  its 
Washington  headquarters. 
The  talks  come  to  an  end 
this  week. 

The  Russian  government 


desperately  needs  support 
from  the  IMF  to  help  dose 
its  budget  deficit,  revive  its 
flagging  economy  and  pave 
the  way  for  loans  from  a 
number  of  individual  coun- 
tries  and  international 
organisations. 

It  has  SO  far  held  inflation 
below  the  levels  feared  by 
many  analysts,  and  has 
attempted  to  introduce  a 
tough  budget  to  stabilise  its 
economy. 

The  measures  have  been 
matched  by  high-level  inter- 
national diplomacy  in  an 
effort  to  win  new  support, 
including  talks  efforts  at  the 
World  Economic  Forum  in 
Davos  last  week  between  Mr 
Primakov  and  AJ  Gore,  US 
vice-president. 

On  Russian  television  on 
Sunday  evening,  Mr  Prima- 
kov admitted  that  the  gov- 
ernment could  not  meet  the 
objectives  requested  by  the 
IMF  for  the  1999  budget.  But 
he  stressed  the  version 
approved  by  parliament  last 
Friday  had  a a budget  sur- 
plus ahead  of  debt  servicing 
costs  for  the  first  time  in 
Russian  history. 

Absent  from  the  latest  pro- 


‘Russia  should 
adopt  euro  to 
escape  crisis’ 


By  Peter  Norman  &1  Brussels 

Russia  should  adopt  the 
euro.  Europe's  new  single 
currency,  to  escape  its  grave 
economic  and  social  crisis, 
according  to  Michael  Emer- 
son. a former  European 
Union  ambassador  in 
Moscow. 

Mr  Emerson,  ambassador 
until  1396  and  now  a senior 
research  fellow  at  the  Brus- 
sels-based Centre  for  Euro- 
pean Policy  Studies  (Ceps) 
and  the  London  School  of 
Economics,  said  Russia 
should  follow  the  example  of 
Argentina,  which  last  month 
said  it  was  considering  abol- 
ishing Its  peso  in  favour  of 
the  dollar,  and  make  the 
euro  legal  tender. 

A “euro-isatum”  of  the 
Russian  economy  would  give 
the  financial  system  new, 
healthy  foundations  and 
hold  out  hope  of  restoring 
Russia’s  capacity  to  service 
its  debts.  At  present.  Russia 
is  unable  to  raise  finance 
because  it  must  pay  an  inter- 
est rate  premium  of  51  per- 
centage points. 

Mr  Emerson  will  present 


his  idea  at  a Ceps  conference 
this  week  shortly  before  a 
planned  summit  of  the  EU 
and  Russia  in  Moscow  on 
February  18. 

Vladimir  Mau,  director  of 
the  Russian  government's 
Working  Centre  for  Eco- 
nomic Reform,  said  such  a 
scheme  might  be  theoreti- 
cally attractive  but  was 
politically  impossible.  “I 
have  a dream  that  at  some 
point  the  dollar  and  the  euro 
will  join  forces  in  one  single 
world  currency  and  that 
Russia  will  adopt  the  dol- 
teuroT  he  said  with  heavy 
irony.  “I  think  this  scheme 
is  no  less  realistic  than  for 
Russia  to  give  up  its;  own 
currency  and  join  the  euro." 

Mr  Emerson  acknowledged 
that  the  European  Central 
Bank  would  almost  certainly 
be  hostile  to  Russia  adopting 
the  euro  unilaterally.  But  he 
argued  that  a wider  euro 
area  was  certain  to  develop 
and  embrace  countries  such 
as  Bosnia,  Bulgaria  and 
Estonia  which  already  tied 
their  currencies  to  the  euro- 
zone through  D-Mark  cur- 
rency hoards. 


Strasbourg  and 
Paris  to  get 
fast  train  link 


By  Robert  Grabara  ki  Paris 

The  French  government  has 
approved  a- new  high-speed 
rail  link  between  Paris  and 
Strasbourg  on  the  eastern 
border  with  Germany,  which 
would  almost  halve  travel 
time  to  just  over  two  hours. 

Most  of  the  rail  line  will  be 
completed  by  2006  at  a cost 
of  FFr2Q.5bn  (€3. 12  bn. 
$3.62bn)  and  will  allow  time 
livings  with  routes  to  other 
EU  centres,  including  Paris- 
FrankfUrt  and  Part^Zurich. 

The  first  studies  for  con- 
necting the  French  capital 
with  Strasbourg  - seat  of  fin 
European  parliament  - were 
made  10  years  ago.  But  suc- 
cessive governments  have 
always  favoured  other  pro- 
jects as  being  more  viable 
for  the  fast  TGV  trains. 

The  socialist-led  govern- 
ment of  Lionel  Jospin 
decided  to  go  ahead  with  the 
project  last  year  but  failed  to 
resolve  squabbles  among  the 
regions  over  financing.  At 
the  same  time  the  European 
Union  raised  questions 
about  Hs  proposed  contribu- 
tion towards  the  construc- 
tion. The  line’s  cost  is  esti- 
mated at  FFr67m  per 
kilometre. 

However,  late  last  week 
differences  were  finally 
resolved  and  the  exact  route 
finalised.  The  line  will  be 
some  30km  longer  than  origJ- 
naliy  envisaged  and 
FFr2.5bn  more  costly-  The 
part  approved  covert  520km 
from  Paris,  via  Vaires-sur- 
Marne  to  Baudrecourt.- 
wberc  H will  then  join  the 
traditional  track  for  the 
remainder  of  the  journey  to 
Strasbotmg. 


The  original  aim  was  to 
lay  high-speed  track  right 
through  to  Strasbourg,  cut- 
- ting  the  journey  to  one  hour 
■17  minutes  against  the  two 
hours  19  minutes  agreed  on 
Friday. 

- The  government  will  ftmd 
FFrSbn  of  the  total  cost, 
although  nothing  will  be  dis- 
bursed until  the  2000  budget. 
The  EU  has  agreed  to  fund  a 
further  FFr2.  Ibo.  The  Duchy 
of  Luxembourg  will  provide 
FFr700.000.  as  Paris-Luxem- 

bourg  travel  time  should  be 
reduced  to  three  hours. 

The  transport  ministry 
says  the  trains  will  be  the 
fastest  in  the  country  with 
top  speeds  of  320km /h, . 

Until  now  Alstom,  the 
Franco-British  group,  has 
been  the  TGV  provider  in 
France  but  the  transport 
ministry  says  the  contract 
for  the  ParifrStrasbourg  link 
will  be  put  to  tender^ 

Over  the  past  '20  years 
almost  1,300km  of  high- 
speed track  has  been  laid  in 
France. 

. While  passenger  traffic 
has  picked  up  rapidly,  grow- 
ing 11  per  cent  in  1988,  suc- 
cessive governments  have 
justified  (he  TGV  primarily 
on  socio-economic  grounds 
and  the  fare  structure  has 
reflected  this.  .’ 

With  the  state-run  rail- 
ways. SNCF,  split,  into  an 
operating  company  and  a 
back,  there  fa  now  pressure 
to  pay  more  for  the  use  of 
the  track.  . 

Within  IB  months  the  full 
Paria-Marsellles  link  wffl  be  1 
operational,  putting  this 
Mediterranean  port  within 
three  hours  of  the  French 
capital 


Mother  Russia  opens  arms  to 
Belarus  - who  will  be  next? 


Reunification  agreement  has  sparked  fears  of  chain  reaction 
among  former  Soviet  republics,  writes  Charles  Clover 


posais  were  measures  to  deal 
with  the  restructuring  of  the 
country’s  banking  sector, 
which  was  crippled  by  the 
August  financial  crisis. 
Other  elements  criticised  by 
fire  IMF  include  the  threat  to 
block  pipeline  access  to 
energy  groups  refusing  to 
supply  oil  to  domestic  refi- 
neries that  do  not  pay  their 

hills 

There  is  also  a lack  of 
detail  or  any  precise  time- 
table for  proposals  that  the 
government  baa  mad**  con- 
cerning privatisations,  the 
reform  of  monopolies  and 
changes  to  competition  pol- 
icy. 

The  proposals  cite  optimis- 
tic . forecasts  about  domestic 
economic  recovery  which 
are  being  interpreted  with 
considerable  scepticism. 

Mr  Primakov  said  on  Sun- 
day . that  the  current 
exchange  rate  of  $22.50  to 
the  rouble  - roughly  the 
level  set  for  the  entire  year 
in  the  1999  budget  - "should 
be  lower"  and  was  only  so 
high  because  of  "psychologi- 
cal pressure”. 

Before  the  August  crisis.  It 
stood  at  $6  to  the  rouble. 


European 
pension 
fund  plan 
coolly 
received 


By  Jane  MaHoson, 

Investment  Correspondent 

Plans  to  set  up  a 
ground-breaking  pan-Euro- 
pean pension  fund  have 
foundered  as  multinational 
companies  have  shied  away 
from  fighting  national  tax 
authorities  and  arguments 
have  emerged  over  die  right 
approach  to  use. 

Organisers  of  the  Pan-Eu- 
ropean Pension  Association 
(Pepa),  formed  last  June, 
hade  been  forced  to  reim- 
burse 12  companies  which 
had  expressed  initial  interest 
in  its  proposals  to  faring  a 
test  case  on  the  issue  even- 
tually to  the  European  Court 
of  Justice. 

Robin  Kittson,  head  of  pen- 
sions at  Eversheds  law  firm 
and  one  of  the  founders  of 
the  group,  said  he  was  disap- 
pointed with  the  failure  of 
the  association.  But  he  said 
its  formation  had  prompted 
a more  positive  attitude  in 
the  European  Commission  to 
the  issue.  "The  mere  forma- 
tion of  this  association  has 
Influenced  the  political  di- 
mate regarding  the  forma- 
tion of  pan-European  pen- 
sion funds,”  he  said. 

Mario  Monti,  the  single 
market  commissioner,  who 
had  expressed  support  for 
Pepa,  put  the  issue  of  pan- 
European  ftinds  on  the 
agpnda  of  a high-level  Taxa- 
tion Policy  Group  of  senior 
national  ministers  last  year. 

Pepa  had  initially 
attracted  interest  from  mul- 
tinational companies  keen  to 
challenge  the  current  sys- 
tem, which  pan-Euro- 

pean funds  unworkable 
because  of  national  tax 
reliefe  and  the  costly  bureau- 
cracy required. 

An  ad-hoc  committee  was 
formed,  including  Zeneca, 
the  UK-based  pharmaceuti- 
cal company,  and  Kvaeroer, 
the  Angto-Norwegtan  engi- 
neering group.  The  corporate 
activity  of  those  involved  - 
from  takeovers  to  restructur- 
ing - is  understood  not  to 
have  helped  Its  pensions 
executives  gain  backing  for 
the  legal  challenge. 

One  of  them  said  that  the 
association  was  also  ham- 
pered by  a growing  belief 
that  confrontation  over  the 
issue  could  be  harmful  to  the 
companies  involved.  Mr  Elli- 
son said:  "Maybe  it  is  better 
to  let  national  governments 
sort  it  out  rather  than  get 
into  head-to-head  conflict 
with  the  fiscal  authorities." 

Pepa  also  suffered  from  a 
failure  to  garner  much  sup- 
port from  companies  based 
outside  the  UK  and  US.  Con- 
tinental European  pension 
funds  expressed  disquiet 
over  the  litigious  nature  of 
the  association. 

Mr  Rlfiwn  said  fire  failure 
of  Pepa  to  attract  enough 
support  conld  be  a setback 
for  the  early  creation  of  pan- 
European  pension  funds.  But 
he  added  that  the  Pepa  com- 
mittee, which  had  collected 
between  £3OJO0O  and  £40.000 
<$5QjOM*65JOOO),  would  meet 
again  in  six  montig  to  con- 
sider action  if  proposals  by 
the  European  Commission 
did  not  seem  adequate. 


On  a wintry  day  in 
December  1991  in  a cot- 
tage in  the  western  for- 
est of  the  Belarus  Soviet 
Socialist  Republic,  three 
men  gathered  to  put  an  end 
to  the  70-year-old  Soviet 
Union, 

What  Stanislav  Shushkev- 
icb.  than  chairman  of  the 
Belarus  parliament,  remem- 
bers most  vividly  about  the 
other  two  - Boris  Yeltsin, 
president  of  the  Russian 
republic,  and  Leonid  Krav- 
chuk, chairman  of  ITterairtA'c 

parliament  — is  their 
motives. 

“Yeltsin  at  that  time  was  a 
demon  at,  a man  of  princi- 
ples,” reminisced  Mr  Shusb- 
kevich.  Thinking  it  over  he 
added:  “Yeltsin  piw  wanted 
to  get  rid  of  [Mikhail]  Gorba- 
chev [general  secretary  of 
the  USSR]  by  getting  rid  of 
the  USSR." 

Mr  Kravchuk  had  been 
elected  president  of  Ukraine 
a week  before  in  a referen- 
dum that  simultaneously 
declared  Ukraine  indepen- 
dent from  the  Soviet  Union. 

“For  Kravchuk,"  remem- 
bered Mr  Shushkevich,  “the 
main  thing  was  the  referen- 
dum. ” 

As  far  himself,  Mr  Shush- 
kevich may  or  may  not  have 
harboured  political  ambi- 
tions similar  to  Mr  Yeltsin's 
and  Mr  Kravchuk's,  in  addi- 
tion to  wanting  to  see  Ins 
native  Belarus  independent 
for  the  first  time  in  centu- 
ries. 

But  on.  that  day,  the  three 
men’s  tangled  objectives 
coalesced  into  die  Belovezhs- 
kaya  accord,  formally  abol- 


ishing the  USSR. 

Soon  after,  the  three  men 
flew  back  to  their  capitals  to 
victorious  welcomes.  How- 
ever, things  started  to 

change. 

Mr  Shushkevich  and  Mr 
Kravchuk  have  since  been 
voted  out  of  office  in  favour 
of  candidates  who  cam- 
paigned for  closer  ties  to 
Russia.  And  at  the  end  of 
last  year  ramp  the  ruimina- 
tton  of  the  process  of  undo- 
ing nearly  everything  that 
Mr  Shushkevich  had  done 
for  his  country. 

On  December  25  Mr  Yelt- 
sin met  Mr  Shushkevich's 
successor  as  president  of 
Belarus.  Alexander  Lukash- 
enko, and  signed  four  agree- 
ments, according  to  which 
Belarus  and  Russia  are 
scheduled  to  be  re-unified  by 
the  end  of  1999. 

Does  Mr  Shushkevich 
feel  that  Yeltsin 
betrayed  him?  “Yelt- 
sin’s problem  is  very  famil- 
iar," he  said  ruefully.  “Any- 
one who  stays  too  long  in 
the  Kremlin  develops  the 
Kremlin  disease.” 

There  are  concerns, 
meanwhile,  that  the 
Belarus-Russia  unification 
could  affect  more  countries, 
even  touch  off  a chain 
reaction  among  other  former 
Soviet  republics,  whose 
economies  have  performed 
badly  since  independence 
from  the  USSR.  Ukraine's 
gross  domestic  product  for 
example,  has  fallen  by  60  per 
cent  since  1991. 

In  Ukraine,  for  example, 
parliamentary  speaker 


Alexander  Tkachenko  last 
week  called  the  prospective 
union  between  Belarus  and 
Russia  “the  start  of  a very 
promising  path"  which,  he 
implied,  might  include 
Ukraine. 

“For  Ukraine,  the  seven 
year  path  from  Belovezha 
has  turned  out  to  be  seven 
big  steps  downwards,"  he 
said,  calling  for  “Slavic 
unity  and  brotherhood". 

And  on  January  14  Mr 
Tkachenko  proposed  that 
Ukraine  join  the 

Russia-dominated 
inter-parliamentary 
assembly  of  tbe 

Commonwealth  of 
Independent  States,  a 
suggestion  which  provoked  a 
bench-clearing  brawl 
between  communists  and 
nationalist  deputies  in  the 
chamber.  Mr  Tkachenko  has 
scheduled  another  vote  on 
the  topic  tomorrow. 

Campaigns  for  Ukraine’s 
presidential  elections  in 
October  are  just  getting  into 
frill  swing  and  are  likely, 
just  as  they  did  In  1994,  to 
emphasise  the  Russified 
east,  which  is  far  more 
populous  than  the  west  of 
the  country,  and  where 
unification  is  popular. 

“We  are  expecting  the 
issue  of  unification  to 
dominate  Ukraine’s  political 
scene  the  rest  of  this  year," 
said  a western  diplomat  in 
Kiev. 

And  while  both  Mr 
Shushkevich  and  Mr 
Kravchuk  were  voted  out  of 
power  for  their  nationalist 
leanings,  the  wily  Boris 
Yeltsin,  who. had  used  the 


Shared  history:  Boris  Yeltsin  (centre]  pictured  with  Alexander 
Lukashenko,  president  of  Betanw  (right),  and  Russian  Orthodox 
Patriarch  FBaret  in  front  of  a war  memorial  In  Brest  AP 


disintegration  of  the  USSR 
to  further  his  political  career 
in  1991,  was  able  to  reverse 
direction  and  hold  on  to 
power,  this  time  by  leading 
the  charge  in  the  other 
direction. 

In  1996,  for  example,  when 
he  faced  a tough  election 
battle  against  Communist 
Gennady  Zyuganov.  Mr 
Yeltsin  was  able  to  outflank 
his  opponent  when  he 
travelled  again  to  Belarus, 
this  time  to  meet  Mr 
Shushkevich's  nemesis,  Mr 
Lukashenko,  and  sign  the 
first  of  the  agreements 
endorsing  further 
integration  of  the  two 
countries. 

And  the  crash  of  the 
Russian  rouble  in  August 
last  year  and  simultaneous 
currency  and  hanking  crises 


throughout  the  region  has 
added  considerably  to 
Russia's  frequent  urge  to 
stitch  its  empire  back 
together. 

According  to  Valery 
Karbalevich,  a political 
analyst  in  Minsk,  “Since 
August,  the  main  driver  of 
integration  has  changed 
from  being  Belarus  to  being 
Russia.” 

He  explained:  “The 

Russian  elite  at  the 
beginning  of  the  1990s  made 
a social  compact,  that  it 
would  sacrifice  its  empire  for 
the  sake  of  higher  living 
standards  and  economic 
development.  The  August 
crash  put  an  end  to  this 
bargain.  Quite  simply,  they 
didn't  get  economic 
development,  and  so  they 
want  their  empire  back.” 
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Japan  sees  tax  revenue  fall  by  5.4%  Australia  sharl 

By  NDcfaiyo  Ptefcmotn  and  outlook  have  put  pressure  higher  long-term  interest  in  an  effort  to  support  the  the  bank  needs  to  reduce,  key  members  of  the  LDP.  »R"1  I 

GBBan  Tell  to  Tokyo  on  bonds  and  equities.  Fears  rates  would  have  on  eco-  economy.  rather  than  expand  Its  bai-  His  comments  provide  the  v v JlJIV'Jl  kJ-la*  . 
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By  asduyo  Nakamoto  and 
GBBan  Tett  to  Tokyo 

The  deterioration  in  Japan’s 
government  ft  nances  was 
highlighted  yesterday  by  fig- 
ures showing  that  December 
tax  revenues  feD  5.4  per  cast 
largely  as  a result  of  lower 
corporate  tax  revenues. 

The  revenue  fall  to 
Y2,596bn  ($22.3  bn)  came 
largely  from  a 20  per  cent 
decline  in  corporate  taxes 
collected  to  Y265bn  as  com- 
panies felt  the  squeeze  from 
a sluggish  economy. 

The  news  added  further 
gloom  to  the  markets  where 
concern  about  the  economic 


outlook  have  put  pressure 
on  bonds  and  equities.  Fears 
that  any  future  unwinding  of 
cross-shareholdings  by  Japa- 
nese companies  could  hit 
equity  prices  unsettled 
Tokyo  stock  market  and  the 
Nikkei  index  fell  34.07  to 
14,465.18. 

At  the  same  time,  rising 
concern  about  the  expansion 
in  government  debt  took  the 
yield  on  the  bench  mart:  10- 
year  government  bond  to  a 
peak  yesterday  of  2.11  per 
cent,  its  highest  level  since 
mid- 1997. 

Kcjjl  Tana  mi.  vice-finance 

minister,  attempted  to  damp 
concerns  about  the  Impact 


higher  long-term  interest 
rates  would  have  on  eco- 
nomic activity.  “1  don't 
expect  the  long-term  interest 
rates  to  have  a negative 
Impact  on  the  private  sec- 
tors' cash  demand."  he  said 
yesterday. 

However,  unease  about  the 
ability  of  the  Japanese  econ- 
omy to  rebound  has 
prompted  moves  within  the 
ruling  Liberal  Democratic 
party  to  look  for  further 
ways  to  increase  economic 
activity. 

A key  group  of  LDP  politi- 
cians Is  considering  allowing 
the  Bank  of  Japan  to  buy 
government  bonds  directly 


in  an  effort  to  support  the 
economy. 

Okiharu  Yasuoka,  who 
heads  an  LDP  financial-sys- 
tem revitalisation  panel,  said 
that  given  the  severe  impact 
deflationary  pressures  could 
have,  his  panel  would  con- 
sider a range  of  measures, 
including  underwriting  gov- 
ernment bonds  by  the  Bank 
of  Japan. 

The  idea  is  opposed  by 
other  senior  LDP  politicians 
and  by  the  BoJ  itself. 

Masaru  Hayami,  bank  gov- 
ernor, has  vehemently 
opposed  any  suggestion  that 
the  bank  should  underwrite 
the  bonds  since  he  believes 


the  imnfc  needs  to  reduce, 
rather  than  expand  its  bal- 
ance sheet.  Bank  officials 
also  fear  that  directly  pur- 
chasing government  bonds 
to  could  shatter  the  central 
bank's  credibility. 

Although  the  central  bank 
is  permitted  to  bny  JGBs  in 
the  secondary  market,  it 
only  does  to  manage  its 
regular  monetary 
operations,  rather  than  as 
deliberate  anti-inflationary 
policy. 

Bui  Mr  Yasuoka’s  willing- 
ness publicly  to  discuss  cen- 
tral bank  underwriting  of 
the  bonds  suggests  be  has 
the  backing  of  at  least  some 


key  members  of  the  LDP. 

His  comments  provide  the 
first  public  indication  that 
elements  in  the  government 
are  considering  this  unortho- 
dox anti-deflationary  step. 
Brian  Bose,  economist  at 
Warburg  Dillon  Read  said: 
“This  is  a political  bomb.  1 
don't  think  the  government 
is  desperate  enough  to  do 
this  yet,  but  it  might  later." 

.Mr  Yasuoka’s  panel  is  also 
considering  the  possibility  or 
setting  up  a government 
body  to  buy  shares  in  an 
effort  to  prevent  the  unwind- 
ing of  cross-shareholdings  by 
Japanese  corporations  from 
causing  market  turmoil. 


ia  and  US  near  N-test  sanctions  deal 


By  Mark  Nichotson  In  New  Delhi 

in  ilia  and  the  US  are  moving 
towards  an  agreement  by 
which  Delhi  would  agree  to 
accede  to  the  Comprehensive 
Test  Ban  Treaty,  perhaps 
within  a few  months,  would 
do  so  in  return  for  having 
economic  sanctions,  imposed 
by  the  US  after  India's 
nuclear  tests  last  May,  lifted 
first 

The  outlines  of  such  a deal 
emerged  after  three  days  of 
talks  between  Strobe  Tal- 
bott US  deputy  secretary  of 


state,  and  Jaswant  Singh, 
India's  foreign  minister.  A 
joint ' statement  after  the 
talks  ended  on  Sunday 
hailed  them  as  "laying  the 
foundations  for  a new, 
broad-based  relationship 
that  has  eluded  the  US  and 
India  tn  the  past". 

Both  sides  resisted  pub- 
licly suggesting  any  “break- 
through" from  the  weekend 
talks,  the  eighth  in  a series 
of  Indo-US  discussions 
prompted  by  India's  nuclear 
weapons  tests.  But  both  US 
and  Indian  officials  have  pri- 


vately suggested  that  the 
talks  produced  substantial 
movement  towards  an  even- 
tual deal  to  lift  sanctions  m 
return  for  India's  trigging  the 
CTBT,  which  it  has  tradi- 
tionally and  staunchly 
opposed,  around  the  middle 
of  this  year. 

In  an  interview,  Mr  Singh 
said:  "What  we  are  witness- 
ing is  the  synergy  of  small 
steps,  as  against  the  explo- 
sion of  a ‘breakthrough’  as 
such  - but  the  small  steps 
are  .directed  towards  a com- 
mitment the  prime  minister 


has  given  to  the  United 
Nations  and  India’s  parlia- 
ment." 

Atal  Behari  Vajpayee, 
India's  prime  minister, 
promised  at  the  UN  last  year 
that  India  would  work 
towards  the  “successful  con- 
clusion" of  negotiations 
regarding  the  CTBT. 

Mr  Talbott  yesterday  met 
the  Delhi  ambassadors  of  the 
G8  group  of  industrialised 
countries  to  discuss  the 
progress  of  the  latest  round 
of  US-India  talks.  The  eight 
agreed  to  freeze  non-humani- 


tarian lending  to  both  India 
and  Pakistan  by  multilateral 
agencies,  including  the 
World  Bank  and  Asian 
Development  Bank,  in 
response  to  their  respective 
nuclear  tests.  The  US  has 
since  waived  the  restriction 
on  Pakistan,  citing  its  acute 
financial  crisis. 

The  persisting  block  on 
lending  to  Delhi  from  inter- 
national financial  institu- 
tions has  led  to  the  deferral 
of  more  than  S2bn  worth  of 
loans  from  the  World  Bank 
anrt  the  ADB. 


Strobe  TaBxitt:  laying  the 
foundations  to-  a new, 
bread-based  relationship 
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By  Gwen  Robinson  In  Sydney 

Direct  share  ~ ownership 
among  Australians  surged  in 
1998,  reinforcing.  Australia's 
position  in  second  place  in 
the  world  league  , of  share 
ownership,  behind  only  tha 
US. -the  Australian  Stock 
Exchange  (ASX)  said.- , ■ 

In  an  annual  survey  pub- 
lished yesterday,  the  ASX 
said  the  number  of  . Austral-' 
inns  who  directly  owned 
shares  rose  about  10  per  cent 
last  year,  to  4.4m  people,  or 
32  per  cent  of  the  adult  popu- 
lation, largely,  because  of  a 
series  of  successful  flota- 
tions, which  included  AMP. 
the  Australian.  Insurance 
and  fUnds  management 
giant,  and  TAB,  a state  bet- 
ting agency. 

About  i.6m  Australians 
received  shares  as  part  of 
AMP's  listing  last  June, 
including  730,000  first-time 
investors,  the  highest  num- 
ber of  first-time  share  own- 
ers entering  Australia's 
stock  market  at  one  time, 
the  ASX  said. 

Total  share  ownership, 
including  indirect  sharehold- 
ings through  superannua- 
tion funds,  showed  a sharp 
increase  from  the  1997  sur- 
vey. which  put  total  share 


ownership  at  34  per  cent  of 
the  population. 

The  results  came  os  the 
ASX  hit  a high  on  Monday, 
its  benchmark  All  Ordi- 
naries index  rising  one  per 
cent  to  2.923.7  points  on 
turnover  of-  A$972m 
fUSS807.Sm).  surpassing  the 
-previous  -record'  cluse  of 
2j897.3  last  month. 

Market  - players  were 
looking  to  today’s  meeting  of 
the  Reserve  Bank  board,  the 
central  bank  board's  'first 
meeting  of  the  year, 
although  analysts  ruled  out 
a further  interest  rate  cut 

Unexpectedly  low  inflation 
figures  for  the  December 
quarter  had  fuelled  specula- 
tion of  a rate  cut  later  in  the 
year,  following  the  banket 
unusual  move  tu  cut  rates 
by  a quarter  of  a percentage, 
point  in  December.  But  econ- 
omists said  yesterday  the 
Australian  economy  waa  at 
present  In  no  need  of  stimu- 
lus and  official  cash  rates, 
now  at  4.75  per  cent,  would 
stay  unchanged.  . , 

Peter  Costello,  the  trea- 
surer, yesterday  said  the 
"continuing  dream-run-  of 
low  inflation  in  Australia 
cushioned  the  economy 
against  turbulent  global 
trends.  ' 
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NEWS  DIGEST 


CHINA  UNICOM 


Ministry  official  to  head  j 
telecoms  group 

China  Unicom,  a second  state  telecoms  company 
established  in  1994  to  provide  competition  for  China  Tele- 
com, the  dominant  state  player,  appears  sat  to  fall  under 
greater  official  control  with  the  planned  appointment  of  a 
senior  ministry  official  as  Hs  chairman. 

. Yang  Xianzu,  the  first  vice-minister  erf  information  indus- 
try, Is  expected  to  be  made  chairman  and  possibly  general 
manager  of  Unicom  shortly,  telecoms  officials  said. 

Analysts  said  the  planned  appointment,  which  co-tnckJos 
with  talk  of  other  personnel  changes  at  the  higher  levels  of 
the  Ministry  of  Information  Industry,  could  strengthen  offi- 
cial control  over  competition  between  Unicom  and  China 
Telecom,  and  allow  Beijing  to  exercise  increased  influence 
over  telecoms  equipment  procurement  decisions.  CWna 
has  said  that,  where  possible,  the  equipment  made  by  . 
local  Chinese  companies  should  be  bought  before  that- of 
foreigners.  Mr  Yang  has  pubUdy  endorsed  this  “buy  locaT 
policy  over  the  past  few  months.  James  Kynge,  Beijing 


pi 

, v 


Kill! 


‘I'' 


" * f 


. ' .....  ...  ... 


-J.-  ■'  ' : ■ ■/;  ''  ‘J  ~ , r i . 

' *:v  . • 

r ^ y ' ... 

.-jf  -srr  s' 7: 

?#*  ■ 


>>*  i 

: r.  A 


i-  • ?> 


• ••••  5 W.  .-  •••  - V.  . r>  . 


The  T-.rsi  pr.vcfyc.Von  Gviaxy,  f.hc rf&grapbed  ov»/'  $ar.  .-ruridscc- Ocscber  ‘c The  Galcxy  hos  c teZO'r.-mru.’zs 


ore  n gu-c'-enise  j ope.'cfirg  car  of  $3.50 


NOW  YOU  DON’T  HAVE  TO  BE  A SENATOR  TO  KNOW  THE  THRILL  OF  SPACE. 

A lifHe  less  fhon  o year  to  the  day  since  first  flight,  the  Galaxy  intercontinental  business  jet  has  been  certified  to  the  very  latest  FAA 
standards.  Keeping  our  promise  of  building  a plane  with  an  amazingly  large  cabin  and  an  amazingly  small  price  An  inch  more  cobin  height 
than  a Gy  but  priced  $20  million  less.  And  all  at  a guaranteed  operating  cost  of  just  $850  per  hour.  No,  you  really  don't  have  to 
be  a politician  to  know  the  thrill  of  space,  nor  do  you  have  to  spend  like  on&  Call  Bryan  Edwards,  Director  of  Sales,  at  011.441.258.820346 
ext.  216.  Or  for  a video,  fax  our  U.S.  headquarters  on  company  letterhead  with  the  name  of  this  publication,  8178373862 
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IMF  to  raise  growth  forecast 

The  International  Monetary  Fund  is  expected  to  revise 
upward  its  economic  growth  forecast  for  South  Korea  thte 
year  to  2 per  cent  from  minus  1 per  cent  The  new  IMF 
forecast  comes  in  spite  of  a warning  by  Hubert  Neiss.  IMF 
Asia-Pacific  director,  that  Korea  is  In  danger  of  becoming 
complacent  about  a sustainable  recovery. 

Meanwhile,  Seoul  yesterday  said  imports  had  increased 
by  15.4  per  cent  last  month  in  a sign  of  increased  indus- 
trial investments  as  companies  restock  inventories  of  raw 
materials  and  capital  goods.  Analysts  said  investment  had 
been  on  the  rise  since  the  second  half  of  1998  as  the  gov- 
ernment tried  to  revive  the  economy  by  easing  fiscal  and  • 
monetary  politiesJohn  Burton,  Seoul 


JAPANESE  INDUSTRY 


Vehicle  sales  decline 

Japanese  domestic  vehicle  sales  dropped  in  January  by 
6.2  per  cent  year  on  year  to  241,511,  the  22nd  consecu- 
tive month  of  decline,  highlighting  the  industry's  continuing 
plight.  The  Japan  Automobile  Dealers  Association  yester- 
day reported  sales  of  cars  over  2000cc  and  trucks  were 
particularly  badly  hit,  recording  declines  of  9.9  per  cent  • 
and  18.7  per  cent  Cara  up  to  2000cc  were  up  2.1  per 
cent  in  a year-over-year  comparison. 

Chikao  Masuzawa,  analyst  at  ING  Baring,  said:  "As  last 
year’s  sales  figures  in  January  were  very  tow.  this  month's 
decline  is  not  very  encouraging.  However,  we  are  compar- 
ing 18  working  days  in  1998  with  19  working  days  in  1999, 
this  accounts  for  a part  of  the  decrease.  Given  that  the 
decline  to  single  digit,  the  figures  are  not  disastrous.” 

Jufie  Hess,  Tokyo  ... 


TAIWANESE  ECONOMY 


Interest  rates  reduced 

Taiwan’s  central  bank  has  cut  Interest  rates  as  part  of  a 
series  of  measures  aimed  at  boosting  growth  and  counter- 
ing the  effects  of  Asia's  economic  crisis.  The  bank's  fourth 
batch  of  rate  cuts  in  less  than  half  a year  came  on  the 
same  day  as  the  Taipei  stock  index  fell  to  a 32-monfri  low 
on  worries  about  Taiwan's  economic  health. 

Hsu  Yl-hsiung,  central  bank  deputy  governor,  said  there 
was  room  for  further  reductions  after  a 25  basis  point  cut ' 
that  brought  the  rediscount  rate  to  4.5  per  cent.  The  bank, 
which  cut  Its  rate  for  secured  bans  by  25  basts  points  to 
4.875  per  cent,  said  the  move  reflected  high  financial  mar- 
ket liquidity.  Mure  Dickie,  Taipei 

AUSTRALIAN  INITIATIVE 

Asia  aid  flows  to  be  studied 

Australia  is  to  host  a meeting  of  international  ad  donors 
and  Asian  governments  In  March  to  seek  ways  of  improv- 
tog  flows  of  assistance  to  countries  hit  by  economic  crisis. 
Alexander  Downer,  foreign  minister,  said  the  meeting  In 
Sydney  would  not  be  a pledging  session.  Instead  it  would 
took  at  ways  of  better  co-ordinating  the  provision  of 
hwrwiite^  aMtetance  and  promoting  good  government, 
senior  officials  from  the  US,  Europe,  Japan  and  other 
industrial  countries  are  likely  to  attend,  while  recipient 
countries  will  be  represented  at  ministerial  level. 

in  a speech  to  the  Royal  Institute  of  International  Affairs 
m London,  Mr  Downer  also  warned  that  regional  stability 
could  be  harmed  by  uneven,  cuts  in  defence  spending 
across  Asia  as  countries  reacted  to  differently  to  the  crisis. 
The  change  in  the  relative  military  strength  was  "potentially 

niET^S’1'  J?  but  declined  to  give  specific  exam- 
ples. Peter  Montagnon,  Asia  Editor,  London 


Dot 


Ht: 


Do  the  stars  in  Davos  seem  brighter  this  year? 


At  this  year’s  Annual  Meeting  of 
d Economic  Forum,  ieadina 


the  Vv 


lights  of  business  and  government 
are  finding  it  even  easier  to  connect 
and  interact.  Knowledge  is  being 
shared  more  spontaneously. 
Communication  is  more  seamless. 
And  participants  are  able  to 
maximize  every  minute  of  their  time. 

Andersen  Consulting  is 


enhancing  the  capabilities  of  the 
World  Economic  Forum  by  helping 
integrate  their  strategy,  technology, 
process  and  people.  So  a global 
institution  comprising  1000  of  the 
world's  foremost  organisations  can 
serve  its  members  even  better. 

Well  known  around  the  world  for 
our  work  in  improving  the  state  of 
business,  Andersen  Consulting  is 


proud  to  support  the  World 
Economic  Forum  in  its  mission  of 
improving  the  state  of  the  world. 


Andersen 

Consulting 


V ; v t us  at  vv w vv .ac.com 
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INTERNATIONAL  LOANS  ATTEMPT  TO  SHORE  UP  NASCENT  DEMOCRACY  AS  LOW  OIL  PRICES  WREAK  HAVOCJjj^^  : — — 

West  plans  $1.5bn  package  for  Nigeria 


By  Michael  Hohnao 
and  Tony  Hawkins 


Western  governments  and 
lending  agencies  are  prepar- 
ing a conditional  $l.5bn 
package  of  support  for 
Nigeria  In  an  effort  to  ease 
an  economic  crisis  which 
could  destabilise  the  civilian 
government  due  to  take 
office  at  the  end  of  May. 

Provided  the  winner  of 
this  month's  presidential 
poll  backs  the  economic 
reform  programme  intro- 
duced by  General  Abdulsa- 
lami  Abubakar,  Nigeria's 
military  leader,  an  informal 
meeting  of  donors,  chaired 
by  the  World  Bank,  Is 
planned  for  March. 

This  will  be  accompanied 
by  first  steps  towards 
rescheduling  Nigeria’s  $29bn 
external  debt,  say  western 


and  Nigerian  officials. 

The  initiative,  which  gath- 
ered momentum  following 
Nigeria's  recent  return  to 
the  IMF  fold  after  a 10-year 
break,  reflects  the  impor- 
tance western  governments 
attach  to  the  successful 
return  to  democracy  of 
Africa’s  most  populous 
nation,  at  a time  when  its 
economy  is  undergoing  the 
most  serious  strains  since 
independence  in  1960. 

The  transition  was  at  “a 
critical  moment  for  Nigeria 
and  the  African  continent”. 
Gordon  Brown,  the  UK  chan- 
cellor of  the  exchequer,  told 
a private  dinner  at  the 
World  Economic  Forum  In 
Davos  on  Saturday  night. 
“The  west  has  to  play  its 
part  in  making  it  a success," 
he  said. 

"We  also  have  to  see  a new 


commitment  to  open  govern- 
ment, sound  and  transparent 
institutions  of  policy,  and  a 
shift  in  spending  towards 
health  and  education,”  the 
chancellor  warned. 

Earlier  this  month  Nigeria 
met  some  of  the  main  condi- 
tions of  an  IMF  agreement 
when  It  ended  a two  tier-ex- 
change rate,  ended  a subsidy 
on  domestic  fuel,  and 
pledged  faster  privatisation 
of  state-owned  companies. 

This  paved  the  way  to  an 
agreement  on  an  IMF  moni- 
tored programme,  which  the 
Fund  board  is  shortly  expec- 
ted to  approve.  The  proposed 
donor  meeting  in  March,  say 
western  officials,  will  be  part 
of  an  effort  to  help  bridge 
Nigeria’s  1999  financing  gap. 
estimated  by  ismaiia  upnan. 
the  finance  minister,  at 
$L5bn. 


IMF  and  Nigerian  govern- 
ment officials  expect  the  full 
impact  of  the  1Z  year  low  in 
the  price  of  oil,  which 
accounts  for  95  per  cent  of 
export  earnings,  to  bit  the 
country  mid  year,  shortly 
after  the  scheduled  handover 
to  a civilian  administration. 

Fund  officials  fear  that 
without  external  assistance, 
there  is  a risk  of  social 
unrest  in  a country  already 
under  considerable  strain. 
Unemployment  is  rising,  per 
capita  Income  has  fallen 
from  a peak  of  nearly  $1,000 
a - year  to  about  $250.  the 
country’s  Infrastructure  is 
near  to  collapse,  and  the 
naira,  worth  a dollar  in  the 
early  1980s,  is  worth  barely 
cent  today. 

But  western  officials  make 
clear  that  Nigeria  will  have 
to  overcome  widespread 


scepticism  about  the  com- 
mitment to  reform  from  a 
country  that  has  failed  to 
keep  past  pledges  to  the  IMF 
pnH  is  notorious  for  corrup- 
tion. 

Although  the  presidential 
election  takes  place  at  the 
end  of  February,  the  inaugu- 
ration of  the  new  adminis- 
tration is  not  until  the  end  of 

May. 

Given  the  backing  of  the 
president-elect,  and  provided 
there  is  continuing  evidence 
of  the  government’s  commit- 
ment to  reform,  say  western 
officials,  a Slbn  three-year 
extended  structural  adjust- 
ment loan  from  the  Fund 
could  be  close  to  agreement 
by  the  h™  the  new  civilian 
administration  is  installed. . 

The  combination  of  the 
first  tranche  of  the  IMF  loan, 
fresh  lending  from  the  Work! 


Bank  and  the  African  . Deuel- 

dissent  prwt  the  gvafl- 

ability  of  at  least  $30Qm  in 
aid  from  the  European 

Union  undisbursed,  during 
the  preceding  military 
regime  of  the  late  General 
Sani  Abacha,  would  help 
dose  the  financing  gap. 

Nigeria,  which  will  be 
claiming : eligibility  for  debt 
relief  on  the  highly  conces- 
sional terms  offered  by  the 
joint  World  Bank/ IMF 
Heavily-Indebted  Poor  Coun- 
tries Initiative  fEQPQ.  also 
hopes  to  open  formal  negoti- 
ations on  Its  SSSQbn  debt  to 
the  Paris  Club  of  official ! 

creditors  in  ApriL 

The  proposal  has  so  for  ; 
met  with  a sceptical 
response  from  the  Club,  j 
whose  $20hn  debt  has  not  i 
been  serviced  for  some  j 
years.  I 


Saddam  offers 
‘prizes’  for 
downing  jets 


By  goufa  Kbataf  in  London 


DELTA  REGION  RIS1NG^VI0LENCE_BY  TRIBAL  ACTIVISTS  THREATENS  TO  COMPLICATE  TRANSITION  TO  DEMOCRACY 

Risk  of  more 
disruption  for 
oil  companies 


By  Robert  Corzine 
and  WHUam  Wallis 

The  violence  between 
Nigerian  troops  and  protest- 
ers in  the  oil-rich^  Niger 
Delta  continued  unabated  at 
the  weekend,  with  19  people 
reported  killed  close  to  the 
Forcados  crude  export  termi- 
nal operated  by.  .Royal 
Dutch/Shell,  the  biggest  for- 
eign oil  company  in  Nigeria 

Last  month  dozens  were 
killed  in  neighbouring  Bay-, 
elsa  state  after  troops  were' 
called  in  when  young  activ-‘ 
ists  of  the  Haw  tribe  threat- 
ened to  shut  much  of  the 
onshore  oil  production. 

The  latest  incident  under- 
scores the  rising  tension  in 
the  area,  where  foreign 
petroleum  companies  face 
the  prospect  of  more  wide- 
spread and  violent  disrup- 
tion to  their  operations 
unless  the  military  govern- 
ment takes  steps  to  meet  the 
demands  of  local  communi- 
ties for  a greater  share  of  the 
Niger  Delta’s  oil  wealth. 

So  far  the  government  has 
only  announced  the  forma- 
tion of  a high-level  commit- 
tee to  look  into  the  issue, 
even  though  the  growing 
conflict  in  the  Delta  could 
complicate  the  transition  to 
democratic  rule  in  Nigeria 
and  challenge  the  incoming 
civilian  government's  ability 
to  hold  the  country  together. 

Ijaw  villagers  and  their 


leaders  believe  the  cycle  of 
violence  will  accelerate  if 
the  government  proves 
insincere  in  dealing  with 
their  demands,  and  that  the 
next  wave  of  oil  field  disrup- 
tion could  be  for  more  exten- 
sive. About  200,000  b/d  of 
production  - mainly  belong- 
ing to  Royal  Dutcb/Shell  and 
Chevron  - is  shut  across  the 
Delta  as  a result  of  what  oil 
companies  describe  as  "com- 
munity action”. 

..  They  say  the  tension  is  the 
worst  they  have  experienced. 
For  an  older  generation  of 
residents  the  reinforcement 
of  troops  and  gunboats  has 
recalled  the  civil  war  30 
years  ago.  fought  In  part  in 
the  maze  of  creeks  and  man- 
grove swamps  from  where 
the  oil  is  pumped. 

Although  many  traditional 
leaders  have  argued  against 
violence,  their  authority 
among  the  younger  genera- 
tion has  been  eroded  by  the 
fierception  that  they  have 
been  corrupted  by  payoffs 
ft&m  oil  companies  and  the 
government 

“If  we’re  not  careful  soon 
the  traditional  leaders  will 
be  the  target  as  it  happened 
in  .OgonilandT  said  Antony 
Ikon!  bo.  paramount  ruler  of 
the:;Akassa  dan  along  the 
Atlantic  coast.  "There  they 
were  appealing  for  calm  but 
the  .youths  thought  they 
wfece  takihg  money -and  so' 
they 'butchered  them." 


Iraqi  President  Saddam 
Hussein  Is  taking  his  defi- 
ance a step " further  and 
promising  a 25m  dinars 
($83000)  award  to  air  defence 
troops  who  shoot  down  a US 
or  British  waxjet  patrolling 
the  no-fly  zones. 

Nabd  al  Shahb,  an  Iraqi 
newspaper,  said  yesterday 
the  presidential  office  would 
also  pay  10m  dinars  for 
bringing  down  a missile,  and 
a farther  5m  dinars  for  the 
arrest  of  an  enemy  pilot. 
These  vura*  are  fortunes  in  a 
country  whoa  monthly  sala- 
ries are  worth  a few  US  dol- 
lars. 

I Sines  the  US  and  British 
I air  strikes  on  Iraq  in  Decem- 
ber, Baghdad  has  been  firing 
| at  US  and  British  jets  patrol- 
! ling  the  northern  and 
| southern  no-fly  zones 
imposed  over  the  country, 
and  periodically  sending  its 
| aircraft  into  the  exclusion 
areas.  . 

Bringing  down  a jet  would 
boost  troops’  morale,  follow- 
ing the  pounding  of  military 
j installations  in  Operation 
Desert  Fox. 

The  US  military  has  been 
given  expanded  rales  of 
engagement  allowing  it  to 
strike  at  any  part  of  Iraq's 
air  defence  system.  Derek 
Fatehett,  minister  of  state  at 
the  UK  foreign  office,  said 
yesterday  that  jets  would 
continue  enforcing  the  no-fly 
zones  as  a "necessary 
humanitarian  measure". 

The  zones  were  imposed 
following  the  1991  Gulf  war 
to  protect  Iraq’s  Kurds  in  the 
north  and  Shies  in  the 


south.  Iraq  considers  the 
zones  illegal  because  they 
were  not  set  up  as  part  of  a 
United  Nations  resolution 
and  are  only  enforced  by  the 
US  and  Britain.  . 

Mr  Fatehett  yesterday 
called  on  'Baghdad  to 
co-operate  with  the  three 
panels  set  up  by  the  UN 
Security  Council  on  Satur- 
day to  review  progress  on 
disarmament,  the  humani- 
tarian situation  and  the 
Issue  of  missing  Kuwaiti 
prisoners  and  property. 

The  panels  are  to  repeat 
back  to  the  council  in  April 
Baghdad  has  dismissed  the 
UN  decision  os  a way  of  pro- 
longing the  eight-year  UN 
sanctions. 

Speaking  at  London’s 
Royal  United  Institute  for 
Defence  Studies.  Mr  Fatehett 
portrayed  the  UN  decision 
on  the  panels  as  hating  re- 
established consensus  ou 
Iraq  at  the  Security  Council. 
The  council  has  been  deeply 
split  since  the  US  and  Brit- 
ish raids.  But  he  said  the 
panels  could  achieve  prog- 
ress without  Iraqi  coopera- 
tion. 

A significant  achievement 
for  US  and  UK  policy,  Mr 
Fatehett  added,  was  that  the 
panels  revived  the  role  of 
U ns  com,  the  UN  weapons 
inspecting  commission 
which  Iraq  accuses  of  spy- 
ing. 

Russia  wants  Unscom 
abolished,  but  agreed  that 
the  disarmament  panel 
“would  involve  the  participa- 
tion and  expertise  from  the 
UN  Special  Commission",  as 
well  as  other  UN  disarma- 
ment agencies. 


US  ofl  firs  experts  extinguish  a seven-day  blaze  last  October  that  began  after  a pipeline  was  vareJafiMfL  Violence  has  since  worsened 


Although  residents  differ 
in  how  to  approach  the  com- 
panies and  the  government, 
there  Is  no  disagreement 
about  the  need  for  a radical 
redress  of  their  grievances. 
The  haw,  numbering  several 
million,  are  Nigeria's  fourth- 
largest  tribe.  But  while  they 
are  a minority  group  in  some 
states,  in  Bayelsa  they  are 
the  overwhelming  majority. 

The  state,  described  on 
vehicle  licence  plates  as  "the 
pride  of  the  nation,”  is  lit- 
tered with  examples  of  past 
failures  to  share  Nigeria’s  oil 
wealth  with  the  regions  that 
produce  it  There  is  only  one 
paved  road  leading  to  Yena- 
goa.  where  the  wife  of  one 
former  military  administra- 
tor enriched  herself  through 
the  supply  of  cement  for  gov- 
ernment buildings,  many  of 
which  were  left  half-finished. 


In  the  fishing  villages 
where  most  of  the  popula- 
tion lives  there  is  no  electric- 
ity or  clean  water.  Formal 
government  services  are 
non-existent  The  jungle  has 
reclaimed  schools  and  health 
centres.  To  add  insult  to 
injury  fuel  prices  are  mare 
than  four  times  the  official 
level,  in  a riverine  area 
where  boats  with  high  con- 
sumption engines  are  the 
lifeline  to  the  outside  world. 

The  oil  companies  have 
felt  obliged  to  step  up  then- 
own  contribution  to  the 
region's  development,  but 
some  of  their  actions  are 
exacerbating  tensions.  Their 
effbrts  are  also  undermined 
by  their  fear  of  talking 
directly  to  villagers.  During 
a recent  visit  to  Sangana.  a 
small  fishing  port,  residents 
were  seen  squabbling  noisily 


over  the  distribution  of  a 
cow,  some  tins  of  tomato  and 
other  foodstuffs  offered  to 
them  by  Texaco  which  oper- 
ates a nearby  rig.  Several 
community  leaders  said  they 
resented  such  offerings  as 
they  could  not  be  distributed 
equitably  and  were  a source 
of  jealously  among  villagers. 

"Our  grandfathers  were 
deceived  with  food  and 
drink,”  said  Javan  Wongoro, 
a community  elder. 

Moreover,  the  companies’ 
frustration  at  the  deteriorat- 
ing situation  in  the  Delta 
has  led  them  at  times  to 
embark  on  seemingly  desper- 
ate strategies.  Several  com- 
panies have  put  Ijaw  youths 
on  the  payroll  and  asked 
them  .to  do  nothing  more 
than  stay  at  home  and  out  of 
trouble.  But  in  the;  case  of 
Shell,  this  tactic  fceariy  back- 


fired. It  hired  youths  from 
Nembe,  one  of  the  biggest 
fishing  towns  in  Bayelsa, 
who  approached  their  coun- 
terparts in  Akassa  with  a 
proposal  that  they  kidnap 
the  Nembe  group. 

The  aim  was  to  split  a ran- 
som that  Shell  would  have 
been  asked  to  pay.  The 
Akassa  youths,  who  last 
December  received  more 
than  910,000  to  return  a 
hijacked  seismic  boat, 
rejected  the  scam. 

In  the  light  of  the  latest 
clashes  a big.  uncertainty 
among  both  the  companies 
and  the  communities  must 
be  whether  the  Delta  is  now 
so  ungovernable  that  even 
concrete  gestures  from 
Abuja,  the  federal  capital, 
may  not  be  enough  to  pre- 
vent the  conflict  from  enter- 
ing a mare  dangerous  phase. 


‘Triple  cocktail’ 
hope  in  Aids  fight 


By  David  Pffllng, 

Ptmnnacttiticris  Correspondent 

HIV  patients  may  be  able  to 
prevent  the  onset  of 
full-blown  Aids  without 
resorting  to  drugs  suspected 
of  causing  severe  side-ef- 
fects, according  to  data  pres- 
ented at  an  annual  retrovi- 
rus conference  In  Chicago 
yesterday. 

The  Atlantic  study,  which 
was  organised  by  European 
and  US  universities,  found 
that  "triple  cocktails”  of 
drugs  without  protease 
inhibitors  were  as  effective 
in  suppressing  viral  load  as 


those  containing  them. 

Defenders  of  protease 
inhibitors,  heralded  as  a 
wonder  drug  when  intro- 
duced in  the  mid-1990s, 
argue  that  lipodystrophy  - 
the  heavy  build-up  of  Eats  - 
is  a consequence  of  surviv- 
ing HIV,  and  that  its  effects 
have  only  been  noticed  as 
patients  five  longer. 

Triple  therapy  suppresses 
HIV.  but  don  not  appear  to 
eliminate  latent  viral  "reser- 
voirs”. The  high-stakes  strat- 
egy is  to  encourage  the  virus 
to  replicate,  in  effect  entice 
ft  out  of  hiding,  before  "zap- 
ping” it  with  powerful  drugs. 


WORLD  ECONOMIC  FORUM 


REGJONAL  MARJCET8  WITH  ASIA  NO  LONGER  IN  FASHION,  EXECUTIVES  EYE  EUR0-Z0N^0R_INVESTMENT  __ 

Euro-phoria  grips  business  leaders 


Newly  isolated  genes  can 
fathom  the  human  heart 
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By  Tony  Jackson  hi  Davos 

A year  is  a long  time  In 
business.  At  the  World  Eco- 
nomic Forum  in  Davos  a 
year  ago.  western  business 
leaders  were  rubbing  their 
hands  over  the  Asian  crisis/ 
and  the  chance  of  picking  vjji' 
assets  on  the  cheap.  This- 
year,  emerging  markets  have 
been  virtually  written  off. 
The  latest  Ead  is  Europe: 
more  specifically,  the  euro- 
zone. 

The  new  note  of  euro- tri- 
umphalism was  sounded  by 


Gerhard  Crtjmnle,  chief  exec- 
utive of  the  German  manu- 
facturer KruppHoesch  Thys- 
sen.  The  eiirbrhte1  said,  woUTd 
enable  Europe  to  make  up 
the  ground  lost  to  the  US 
over  the  past  20  years. 

it  was  already  causing 
mergers,  plant  closures  and ' 
industrial  concentration. 
“The  euro  will  speed  up  this 
ffrocess  in  a way  most  people 
outside  the  business  world  - 
politicians,  trade  unionists 
and  the  general  public  - 
have  yet  to  realise,”  he  said. 

Gerard  Mestrallet,  chief 
\<pq acutive  of  the  French  util- 
fty  Suez-Lyoonaise  des  Eaux, 
said  the  euro  would  also 
have  a profound  effect  on 
governments.  “Different 
states  will  be  forced  to  adopt 
competitive  economic  poli- 
cies,” hesaid. 


The  mood  was  not  con- 
fined to  European,  execu- 
tives. At  a private  dinner  In 
Davos  on  Saturday,  the  chief 
executive  of  a large  US  man- 
ufacturing company  asked 
his  guests  whether,  on  a 
five-year  view,  they  would 
prefer  to  invest  In  Europe  or 
emerging  markets.  Almost 
without  exception,  they 
chose  "Europe. 

All  this  seems  rather  at 
odds  with  the  fact  that  the 
euro  is  still  in  -practical 
terms  .almost  non-existent, 
except  in  -financial  services. 
A director  of  a -large  Euro- 
pean vehicle  components 
maker  at  Davos  confided - 
that  by  late  January,  euro 
invoices  received  by  his  com- 
pany were  still  in  single  fig- 
ures. He  bad  mentioned  this 
to  one  of  the  big  euro-zone 


carmakers,  only  to  discover 
it  had  yet  to  receive  any 
euro  invoices  .at  all. 

The  one  note  of  concern 
from  employers  ' was  on 
wages.  Adair  Turner,  direc- 
tor general  of  the  Confedera- 
tion of  British  Industry,  the 
UK  employers'  body,  said: 
“It  is  on  the  trade  union 
agenda  to  introduce  pan-Eu- 
ropean collective  bargaining. 
If  [wage]  -harmonisation 
across  regions  runs  ahead  of 
productivity;  you  have  a 
powerful  engine  for  unem- 
ployment” 

Meanwhile,  if  western 
business  leaders  were  dis- 
missive of  emerging  nations, 
those  nations  seemed  to 
return  the  compliment.  Dele- 
gates had  little  to  say  on 
attracting  investment  much 
more  on  how  to  limit  capital 


flows  as  a means  of  protect-' 
- log  themselves  against  spec- 
ulation. 

'The  mood  was  summed  up 
by  Lee  Kuan  Yew,  -Singa- 
pore’s elder  statesman.  ^For 
small  countries,”  he  Said, 
"the  cost  of  opting  out  is  less 
money  coming  in,  and  less 
growth.  But  once  they  have 
done  their  cost-benefit  analy- 
sis, that  may  be  -better  tjban 
the  risk  of  devastation.” 

The  business  response  to 
that  was  predictable.  Jon 
Corzine,  co-chairman'  of  the 
UK  investment  hank,  Gold- 
man Sachs,  said  limited 
restraints  on  the  Inflows  of 
capital  should  not  be  dis- 
missed. "But  no  one  will 
invest  in  a country,"  he 
added,  “if  they  don’t  believe 
they  will  get  their  money 
out." 


Speak  up  about  the  good  side 
of  mergers,  executives  warned 


By  Tony  Jackson 


Executives  heading  some  of 
the  world's  biggest  mega- 
mergers warned  yesterday  of 
the  threat  of  a political  back- 
lash against  the  merger 
wave.  It  could  only  be 
averted,  they  said,  if  the 
public  and  politicians  could 
be  persuaded  that  mergers 
were  socially  beneficial. 

Speaking  at  the  World 
Economic  Forum  at  Davos, 
Rolf-Kmst  Breuer,  spokes- 
man of  the  board  at  Deut- 
sche Bazik,  said  the  political 
climate  towards  mergers  was 
worsening.  "Politicians  and 
the  media  are  saying  manag- 
ers are  buying  and  selling 
companies  like  used  cars  ” 
he  said.  “1  am  afraid  that 


before  too  long,  we  will  have 
to  argue  again  for  the  social 
benefit  of  mergers.” 

Deutsche  Bank  is  In  the 
process  of  taking  over  Bank- 
ers Trust  of  the  US  in  a deal 
worth  SlO.lbn. 

The  sensitivity  of  top  exec- 
utives to  public  opinion 
reflects  their  belief  that  the 
merger  wave  is  set  to  con- 
tinue. with  consequent  job 
losses  in  the  short  term.  Fur- 
ther consolidation,  is  expec- 
ted in  a number  of  industries 
worldwide,  such  as  banking 
and  cars.  In  Europe,  there  is 
additional  pressure  to 
restructure  from  the  advent 

of  the  euro. 

According  to  Rajat  Gupta, 
head  of  the  consulting  firm 
McKinsey,  worldwide  merg- 


ers last  year  totalled 
$2.3000bn  compared  with 
$l,5000bn  in  1998  and 
Sl.OOObn  in  1996.  Mergers 
had  also  grown  sharply  in 
size,  with  the  top  10  last  year 
worth  $550bn,  compared  to 
S200bn  the  year  before. 

Sir  John  Browne,  chief 
executive  of  the  on  group  BP 
Amoco,  formed  in  a *30  Jbn 
merger  last  month,  said,  “It 
cant  an  be  severance  and 
cost  reduction.  Something 
good  has  to  come  out  of  a 
merger.  The  question  is 
whether  we  can  get  innova- 
tive •ideas  out  of  mergers  and 
provide  products  which  cus- 
tomers prefer.” 

No  one  liked  big  compa- 
nies, he  said:  neither  those 
who  worked  in  them,  nor  the 


public.  However,  European 
surveys  showed  that  people 
believed  large  companies 
were  more  responsible  than 
small  ones.  "I’m  not  sure 
that's  true,  but  we  bad  bet- 
ter make  it  true,"  he  said. 
“Otherwise,  one  of  the  fun- 
damentals [of  mergers]  will 
be  corroded." 

Daniel  Vasella.  president 
of  the  Swiss  drug  group 
Novartis,  formed  in  an  $30bn 
merger  three  years  ago.  said, 
"Layoffs  create  fear,  and 
consumer  benefits  are  often 
taken  for  granted  or  not 
recognised.  The  difficulty  is 
that  politicians  and  the  pub- 
lic often  cannot  see  beyond 
the  stressful  period  of  recon- 
struction." 

Jfirgen  Schrempp,  chair- 


-BrWDfiHD  HaU 

It  may  not  be  too  long  before 
.gqnachips.  which  can  read 
people's  genetic  blueprints, 
become  as  common  as  mlcro- 
j chips,  and  the  revolution  in 
the  biotech  industry  spawns 
Companies  that  have  an 
impact  similar  to  the  one 
Microsoft  has  had  in  the 
1 computer  industry. 

-■  Btfl  Haseltme,  chief  execu- 
tive of  Human  Genome  Sci- 
ences (HGS),  is  one  of  a new 
breed  of  scientists-turned- 
entrepreneur  trying  to  cap- 
ture the  benefits  of  the  bio- 
tech revolution. 

He  has  formed  seven  bio- 
tech companies  since  he  left 
Harvard  and  yesterday  gave 
his  thoughts  on  the  next 
generation  of  genetic  and 
medical  technologies- 

He  formed  HGS  in  1992 
and  it  has  been  able  to  Iso- 
late in  a useful  form  virtu- 


ally all  the  human  genes. 
"The  goal  of  our  industry  is 
to  be  able  to  predict,  detect, 
prevent,  treat  and  ultimately 
core  most  diseases  of  man. 
In  our  lifetime  we  will  see 
great  progress,"  said  Mr  Has- 

eltine. 

He  cited  cardiovascular 
disease,  the  main  cause  of 
death  worldwide.  HGS  1ms  a 
virtually  complete  set  of 
genes  of  the  heart  and  can 
understand  how  they  riwny 
and  help  the  passage  of  the 
disease.  This  will  allow  the 
detection  of  changes  that 
are  occurring  in  . the 
heart. 

“The  earlier  you  can 
detect  a change,  the  earlier 
you  can  alter  the  course  of 
disease  favourably,”  said  Dr 
Haseltine. 

“We  now  have  the  ability 
to  predict  the  occurrence  of 
future  heart  disease.  It  is  not 
pie  in  the  sky." 


But  he  believed  the  real 
impact  of  the  genetic  revolu- 
tion on  disease  would  be  on 
regenerative  medicine  - the 
ability  to  repair  parts  of  the 
body  damaged  by  disease, 
injured  by  trauma  and  even 
worn  by  time. 

A gene  has  been  discov- 
ered that  the  body  uses  to 
buOd  new  blood  vessels.  If  it 
is  injected  into  heart  muscle 
it  can  regrow  blood  vessels. 
"It  is  happening  in  real 
patients  today.  We  can  grow 
new  blood  vessels  in  arms 
and  legs  when  needed.” 

In  the  next  three  to  five 
years,  he  predicted  that  the 
greatest  impact  of  genetic 
research  on  cancer  would  be 
providing  tests  to  identify 
Individuals  at  risk  when 
they  are  well.  One  of  the  big 
issues  in  cancer  treatment  Is 
being  able  to  detect  the 
disease  early  enough  to 
cure  it. 


Ageing  baby  boomers  lead 
drug  groups  a merry  dance 


Sir  John  Brownei  *Scxnathlng 
good  has  to  com*  of  a merger* 

man  of  Daimler  Chrysler, 
formed  last  year  In  a S405bn 
merger,  said  global  compa- 
nies could  alleviate  poverty. 
"In  a world  where  half  the 
people  don’t  have  food  or 
water,  you  can  bring  jobs  to 
them,”  he  said.  “But  only  a 
. profitable  company  can  be  a 
soda!  company.” 


By  Hfiffiatn  HaM 

Never  mind  Viagra.  What 
the  oyer  60s  really  want  is  a 
drug  to  pot  the  light  fantas- 
tic back  in  their  damne  rou- 
tine. 

Kenneth  Dychtwald,  Chief 
executive  of  Age  Wave, 

| which  specialises  in  the 
study  of  ageing;  said  yester- 
, day  an  ovar-Sds  women's 
! focus  group  researching 
what,  products  might  help 
! them 'fad  and  function  bet- 
ter found  that  what  the 
women  really  wanted  was  a 
pill  to  make  men  dance 
more.  “They  could  do  with* 


out  the  dog  in  heat  but  they 
would  like  to  go  out  for  a 
night  of  dancing,”  be  said. 

Mr  Dychtwald.  who  helps 
companies  develop  products 
to  satisfy  the  appetites  of 
ageing,  wealthy  baby-boom- 
ers, describes  Viagra  as  a 
watershed.  "The  message 
was  that  people  who  are 
functioning  at  less  than  an 
optimum  level  want  to 
return  to  that  optimal  level,” 
said  Mr  Dychtwald. 

“Whether  it  is  how  youth- 
ful your  skin  looks,,  your 
ability  to  stay  lean  and  trim, 
or  even  how  easily  you  move 
your  bowels.  The  world  is 


going  to  want  thousands  of 
products  to  bring  about 
human  enhancement,"  said 
Mr  Dychtwald.  He  predicts  a 
trlllion-dollar  "human 
enhancement"  industry. 

It  would  draw  on  five  or 
six  different  areas  of  science 
that  would  provide  thera- 
pies, Ingredients  and  tech- 
nologies to  allow  people  to 
ward  off  the  effects  of  age- 
ing. 

The  notion  of  living  a long 
time  but  falling  apart  mare 
each  day  was  a "nightmare 
of  ageing"  and  people  would 
spend  large  amounts  of 
money  to  prevent  it. 
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Hormones 
add  to  WTO 
pressures 


By  Frances  Wtflbms  In  Geneva 
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ids  fight 


The  US  and  European  Union 
yesterday  fired  fresh  want- 
ing shots  at  the  World  Trade 
Organisation  in  their  dispute 
over  beer  hormones  which 
both  sides  say  threatens  to 
dwarf  their  dispute  over 
bananas. 

US  officials  said  the  EU 
appeared  to  have  no  inten- 
tion of  lifting  its  10-year-old 
ban  on  hormone-treated  beef 
by  May  13.  the  date  set  by 
the  WTO  for  implementing 
its  ruling  against  the  ban. 

"Such  a stance  would  fur- 
ther undermine  the  credibil- 
ity of  the  WTO  system."  Rita 
Hayes.  US  ambassador  to  the 
WTO.  told  a meeting  of  the 
WTO’s  dispute  settlement 
body. 

Washington  last  week 
requested  WTO  authorisa- 
tion to  impose  more  than 
$500m  in  trade  sanctions  on 
EU  goods  because  of  the 
EU’s  alleged  failure  to  com- 
p ply  with  an  adverse  WTO 
ruling  on  its  banana  import 
regime.  That  request  has 
been  suspended  pending 
arbitration. 

The  US  has  also  threat- 
ened to  retaliate  if  Brussels 
does  not  lift  the  beef  ban 
which  the  US  estimates  is 
costing  its  cattle  farmers 
S250m  a year  in  lost  exports. 
However,  in  an  indication 
that  Washington  may  be  pre- 
pared to  be  more  concilia- 
tory. US  officials  have  urged 
the  EU  to  discuss  “WTO-con- 
sistent  solutions”  before  the 
May  deadline  expires. 

The  EU  says  the  ruling 
allows  the  ban  to  be  main- 
tained provided  it  can  be  jus- 
tified by  scientific  evidence 
thet  the  hormones  in  ques- 


tion pose  a health  risk  fra: 
consumers. 

EU  officials  told  the  dis- 
pute settlement  body  yester- 
day that  Brussels  bad  com- 
missioned new  scientific 
studies  which,  though  they 
would  not  be  complete  by 
May.  would  allow  the  EU  “to 
folly  implement"  its  WTO 
obligations. 

In  a separate  dispute,  the 
dispute  settlement  body 
established  a panel  to  exam- 
ine a 1916  US  anti-dumping 
law  that  the  EU  claims  is 
being  used  to  harass  Euro- 
pean steel  companies.  US 
officials  said  yesterday  that 
the  law  was  “moribund." 
However,  US  steel  compa- 
nies, hit  by  a surge  In 
imports,  have  recently  filed 
cases  against  European  and 
Japanese  importers.  Japan 
also  plans  to  bring  a WTO 
complaint  * 

A panel  was  also  set  up  at 
the  request  of  the  EU  and 
Japan  to  investigate  Cana- 
da's auto  pact  with  the  US 
which  gives  trade  privileges 
to  America’s  Big  Three  car 
manufacturers.  Another 
panel  will  consider  Canada’s 
patent  legislation  which 
Brussels  claims  violates  the 
WTO's  rules  on  intellectual 
property  protection. 

A fourth  pane]  request  by 
the  EU,  this  time  concerning 
anti-subsidy  duties  imposed 
by  the  US  on  steel  imports 
from  the  UK,  was  postponed 
until  February  17.  At  that 
meeting  the  EU  also  plans  to 
ask  for  a panel  to  rule  on 
Section  301  of  US  trade  law 
which  Brussels  claims  is 
being  used  to  threaten  uni- 
lateral - and  thus  WTO-ille- 
gal - sanctions  in  the 

hanann  case. 
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Britain  complains  over 
^Polish  coal  subsidies 

Britain  has  complained  to  the  European  Commission  and 
»oland  about  subsidised  PoUsh  coal  exports  restarting  tho 
JK  coal  market.  John  Battle,  UK  energy  minister,  said  yes- 
terday that  efforts  to  safeguard  the  British  coal  industry 
could  be  undermined  by  the  imports.  The  UK  claimed  that 
Polish  coal  producers  received  state  finance  of  about 
£20Qm  ($330m)  a year,  which  is  not  repaid. 

British  coal  experts  said  this  meant  PoHsh  imports  were 
being  sold  at  a fifth  of  the  prtea  of  production.  "This  dis- 
tortion needs  to  be  removed  quickly  if  it  is  not  to  do  last- 
ing damage  to  UK  producers, “ Mr  Battle  told  a Coal 
Industry  Society  meeting  to  London. 

"Over  the  last  few  weeks  1 have  had  strong  complaints 
from  UK  producers  that  Pofeh  coal  is  entering  the  UK 
market  at  prices  below  the  cost  of  production  in  Poland," 
he  said.  Safhnam  Sanghera,  London 

SEMICONDUCTOR  MARKET 


es  t 


an  Ik* 


ftr.  ..." 
*"*■  ' ■ 


V ‘«iK 

je  A- 


Growth  of  15%  forecast 

After  three  years  of  dedining  or  meagre  revenue  growth,  . 
the  worldwide  semiconductor  market  wfll  grow  by  15  per 
cent  to  $154.5bn  this  year,  according  to  Dataquest,  part  of 
the  Gartner  Group  IT  consultancy.  The  strong  forecast 
comes  amid  mounting  indications  that  the  stump  in  mem- 
ory chip  prices,  which  has  cast  a shadow  over  the  whole 
semiconductor  Industry  In  recent  years,  may  finally  be 
over.  In  addition,  Dataquest  analysts  expect  second  half 
revenues  to  be  bolstered  by  Year  2000  concerns  which 
they  expect  to  result  in  firm  equipment  orders. 

“The  third  quarter  of  1899  should  bring  good  semicon- 
ductor growth  - helped  in  pat  by  “protective  ordering"  fn 
advance  of  potential  yebr  2000  problems  -followed  by  a 
strong  fourth  quarter  of  1999,"  said  Jim  Eastfaake,  director 
for  Dataquest’®  Semiconductors  Europe  program. 

Paul  Taylor,  London 


WIRELESS  mECOMMUNlCATIONS ~ . 

Mexican  contract  awarded 

Nortel  Networks,  the  Canadian  communications  network- 
ing company,  yesterday  announced  a $400m  contract  to 
build  the  world's  largest  fixed  wireless  teteccxTmiunicatlons 
network  tor  AXtel,  one  d Maxtoo’s  alternative  camera, 

Nortel  said  expected  growth  couW  eventually  Hft  the  value 
of  the  contract  to  S750m.  AXtel,  formerly  known  as  Telinor, 
expects  the  network  would  eventually  serva  2m  subscrib- 
ers, making  the  system  four  times  larger  than  any  other 
currently  operating  fixed  wireless  network.  AXtel  is  51  per 
cent  owned  by  Mexican  investors  and  27  per  cent  by  Bell 
Canada  International.  Nortel  said  It  would  supply  Its  sec- 
ond generation  fixed  wireless  technology,  a high  capacity  . 
system  caned  Proximity  fi,  providing  subserfoere  with 
voice,  fax.  data.  Internet  access  and  other  services.  AXtel  s 
networks  is  expected  to  begin  operations  by  the  second 
quarter  of  1999.  Scott  Morrison,  Toronto 

MEXICAN  ANTI-DUMPING  ACTION 


US  pork  exports  penalised 

Mexico  yesterday  announced  it  would  Impose  countervail- 
ing duties  on  Imports  from  the  US  of  five  pigs  to  protect 
Mexican  farmers  from  a cross- border  influx  of  pork  prod- 
ucts at  betaw  market  prices.  An  Investigation  byJMexfcan 
trade  ana  toduShrW  officials  between  October  1997  and 
March  1998  said  a farther  Increase  in  US  exports  at  ^ 
dumping-level  prices  posed  a threat  to  Merican  pig  farm- 
ers which  could  “cause  a serious  deterioration  in  national 
production.*  Mexico  to  seeking  to  protect  ftsetf  agatostan 
pork  products  due  to 

to  the  US' because  of  historic  price  lows.  In  November  tost 
year,  park  imports  from  the  US  .amounted  to  &JSm,  up 
from  Sfrl9,0D0  to  the  corresponding  month  of  1997. 
Arxfon  Mandel-CamobeH.  M«k»  City 
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INTELLECTUAL  PROPERTY  BUSINESSES  MAY  BE  LOSING  $1bn  A YEAR  THROUGH  ILLEGAL  COPYING 


Software  pirates  boom  on  the  internet 


By  Paul  Taylor 


The  internet  has  become  the 
fastest  growing  area  for  soft- 
ware piracy  and  could  be 
costing  software  developers 
up  to  $ibn  a year  In  lost 
revenues,  according  to  Rob- 
ert HoHeyman,  chief  execu- 
tive of  the  Washington-based 
Business  Software  Alliance. 

The  BSA,  which  repre- 
sents most  of  the  large  busi- 
ness software  developers 
including  Microsoft,  Syman- 
tec and  Adobe,  has  begun 
monitoring  the  number  of 
web  sites  offering,  linked  to 
or  discussing  taarez  - the 


backer  name  for  pirated  soft- 
ware. 

In  some  cases  these  web 
sites  offer  software  for  down- 
loading. in  other  cases  they 
provide  key-numbers  and 
passwords  enabling  illegal 
software  users  to  bypass 
software  security  measures. 
In  many  cases  the  sites  are 
also  linked  to  pornography 
distribution. 

Research  by  the  alliance 
shows  that  the  number  of 
these  sites  in  Europe  jumped 
from  about  39,000  at  the  end 
of  April  to  9L832  at  the  end 
of  December.  Worldwide,  the 
number  of  worts,  mentions 


more  than  quadrupled  from 
200,100  at  the  end  of  April  to 
almost  900J100  at  year  end. 

If  just  1,000  sites  handle 
1,000  downloads  a year  of 
software  worth  $1,000  each 
the  revenue  lost  would  be 
Slbn.  “The  internet  is  a very 
important  way  of  legally 
distributing  software  and 
virus  updates,"  said  Mr  Hol- 
leyman,  “but  it  is  also  the 
easiest  way  for  pirated  soft- 
ware to  be  distributed  and  it 
is  a difficult  form  of  distribu- 
tion to  police." 

In  its  response  to  the  Euro- 
pean Union’s  green  paper  on 
combating  counterfeiting 


and  piracy  in  the  EU,  the 
alliance  notes:  "Internet 
piracy  is  a cross-border  prob- 
lem unlike  any  that  copy- 
right holders  have  faced 
before.  Unauthorised  copies 
can  be  made  available  by 
internet  users  based  in  any 
of  the  EU  member  states  or 
any  other  country,  and 
downloaded  by  any  of  the 
more  than  l00zn  internet 
users  in  other  member  states 

and  throughout  the  world." 

One  case  brought  by  the 
BSA  In  recent  years  illus- 
trates the  scale  of  the  prob- 
lem. In  1995  the  BSA 
received  a tip-off  that  a large 


collection  of  commercial 
computer  programmes  had 
been  installed  without  per- 
mission on  an  internet 
server  at  the  Swedish  Royal 
Institute  of  Technology. 
Over  a three-week  period  of 
monitoring,  software  worth 
$L7m  was  downloaded  by 
internet  users  all  over  the 
world.  The  university  shut 
down  the  site  and  police 
arrested  two  students. 

In  other  cases  the  internet 
is  used  to  advertise  pirated 
software.  For  example,  the 
BSA  said  large  volumes  of 
conterfeit  software  CD-Roms 
had  been  offered  for  sale  on 


a web  site  based  in  Denmark 
last  year. 

The  BSA  and  other  trade 
organisations  have  had  some 
success  in  reducing  the  level 
of  physical  piracy  in  recent 
years,  particularly  in  devel- 
oping countries,  but  also  in 
many  west  European  mar- 
kets. 

He  said  the  BSA  was 
adding  resources  to  help 
combat  the  problem,  but 
added  that  the  alliance 
mainly  had  to  rely  upon 
internet  service  providers  for 
co-operation  in  identifying 
and  rioting  down  pirate  soft- 
ware operations. 


opens  talks  on  resuming  Cuba  cover 


ECGD 


By  Pascal  Hatcher  in  Havana 


After  an  absence  of  direct 
formal  contacts  lasting  more 
than  a decade,  Britain's 
Export  Credits  Guarantee 
Department  (ECGD)  has  re- 
opened talks  with  Cuba’s 
government  about  the  possi- 
bility of  resuming  cover  for 
British  exports  to  the  Carib- 
bean island. 

John  Weiss  and  Ms  Celia 
Adlvihalli,  two  senior  ECGD 
officials,  have  been  in 


Havana  to  meet  Carlos  Lage, 
Cuba’s  vice-president,  Fran- 
cisco Sobertin,  central  bank 
chief,  and  other  government 
officials.  The  .talks  were 
described  by  British  diplo- 
mats as  “exploratory". 

Resumption  of  ECGD 
cover  for  UK  exporters  oper- 
ating in  Cuba  would  be 
linked  to  some  formula  for 
repayment  of  short-term 
debt  owed  by  Havana  to  the 
British  export  credit  agency. 
Cuba's  total  arrears  to  the 


ECGD  of  £120m  ($200m) 
include  some  £17m  ($28m)  of 
short-term  debt. 

The  Havana  talks  resulted 
from  a visit  to  Cuba  last 
November  by  Brian  Wilson, 
UK  minister  for  trade.  He 
expressed  concern  that  Brit- 
ish exporters  were  losing  out 
to  some  of  their  European 
competitors  because  of  the 
absence  of  official  UK  export 
credit  cover  for  the  island. 

Britain’s  trade  with  Cuba 
has  lagged  significantly 


behind  that  of  other  Euro- 
pean Union  nations,  such  as 
Spain,  France  and  Italy:  Brit- 
ish businessmen  say  the 
of  ECGD  cover  is  largely  to 
blame  for  this. 

Medium-term  cover  pro- 
vided by  the  ECGD  was 
withdrawn  in  1983  when 
Cuba  first  rescheduled  its 
foreign  debt  with  the  Paris 
Chib  group  of  creditors.  The 
British  agency's  short-term 
operations  were  transferred 
to  the  private-sector  com- 


pany, NCM  of  the  Nether- 
lands, in  199L 

The  revival  of  official  con- 
tacts between  Havana  and 
the  ECGD  comes  amid 
increasing  efforts  by  Cuba  to 
seek  solutions  to  the  prob- 
lem of  its  $l0bn  foreign  debt. 

Last  year,  Havana  signed 
two  bilateral  debt  reschedul- 
ing agreements,  one  with 
private  companies  in  Japan 
and  another  with  the  Italian 
government  Cuban  officials 
have  also  re-opened  a dia- 


logue with  the  Paris  Club  to 
study  debt  solutions. 

Diplomats  said  the  British 
agency  was  already  in  the 
early  stages  of  negotiating 
possible  support  for  an 
Investment  project  in  the 
island's  electric  power  sec- 
tor. 

This  would  involve  the 
supply  of  equipment  by  a 
British  company,  underwrit- 
ing the  export  of  equipment 
was  a potentially  fruitful 
area  of  future  business. 


"When  our  first  child  was  bom, ! couldn't  wait  to 
tell  everyone.  I called  my  parents.  I sent  faxes  to 
my  colleagues.  And  I sent  e-mail  to  my  brothers  and 
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US  BUDGET  DEFENCE  SPENDING  BOOST  □ MEDICAL  COSTS  HIGHLIGHTED  □ SUBSIDIES  FOR  INDiWU^RETTO 

Forecasts  pave  the  way  to  fiscal  bliss 


By  Gerard  Baker  in  Washington 

For  most  governments 
around  the  world,  the  bud- 
get-making process  is  essen- 
tially about  choosing  the 
most  politically  desirable 
trade-off  among  a number  of 
competing  objectives:  cut- 
ting the  debt,  increasing 
spending,  lowering  taxes, 
addressing  long-term  fiscal 
problems. 

For  President  Bill  Clinton, 
who  presented  his  budget  for 
2000  and  beyond  to  Congress 
and  the  nation  yesterday, 
there  is  no  such  uncomfort- 
able range  of  choices.  He 
rsm,  and  is  proposing  to,  do 
just  about  everything:  retir- 
ing a significant  proportion 
of  the  government's  debt  as 
he  puts  social  security,  the 
state  pension  system,  on  a 
sound  footing  for  another  30 
years  or  more;  cutting  some 
taxes;  and  increasing  public 
spending  on  a host  of  popu- 
lar programmes. 

The  reason  the' president 
is  In  this  almost  unprece- 
dented position  of  fiscal  bliss 
is  simple:  federal  govern- 
ment surpluses  that  simply 
keep  growing  with  every 
new  economic  forecast. 

A year  ago,  when  he  pres- 
ented the  first  US  balanced 
budget  for  30  years,  Ur  Clin- 
ton was  able  to  forecast  a 
cumulative,  combined  bud- 
get surplus  of  $1.000bn  over 
the  next  10  years  - a 
remarkable  feat  in  itself, 
given  the  large  deficits  that 
dominated  the  fiscal  picture 


throughout  the  previous 
decade. 

But  yesterday  the  White 
House  put  tile  10-year  sur- 
plus estimate  at  more  than 
J2,400bn.  The  difference  is 
not  the  result  of  budget  mea- 
sures proposed  by  the  presi- 
dent. but  reflects  a combina- 
tion of  improved  economic 
and  fiscal  conditions. 

The  fiscal  plenitude 
enables  the  president,  at 
least  in  his  legislative  pro- 
posals, which  will  be  sub- 
stantially amended  by  Con- 
gress, to  save  social  security, 
by  allocating  62  per  cent  of 
the  cumulative  surplus  to 
meeting  the  long-term  liabili- 
ties of  the  state  pension  sys- 
tem. It  will  also  allow  him  to 
increase  spending  on  health, 
education,  defence  and  law 
enforcement  and  cut  the  odd 
tax  here  and  there. 

But  are  these  forecasts 
realistic?  They  seem  based 
on  perfectly  sensible,  per- 
haps even  cautious,  assump- 
tions. Faster  growth  raises 
the  surplus  by  increasing  tax 
revenues  and  cutting  spend- 
ing on.  for  example,  benefits. 
But  you  do  not  need  to 
believe  the  US  has  shifted  to 
a new  paradigm  of  faster 
sustainable  growth  to 
believe  in  these  projections. 

Though  growth  has  aver- 
aged more  than  3.5  per  cent 
per  annum  for  the  last  three 
years,  the  White  House 
expects  it  to  fail  quickly 
back  below  trend  - at  2 per 
cent  for  the  next  three  years, 
before  reverting  to  the 


US  budget;  record  surpluses 
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long-term  rate  of  2.4  per  cent 
over  the  rest  of  the  forecast 
period. 

The  unemployment  rate, 
currently  at  a 25-year  low  of 
4.3  per  cent,  is  expected  to 
rise  sharply,  to  2.3  per  cent 
by  2002  and  for  the  foresee- 
able future. 

Inflation  hawks  might  find 
the  price  assumptions  a little 
optimistic.  Inflation  is  expec- 
ted to  average  2 per  cent  for 
the  foreseeable  future  - a 
factor  that  helps  cut  indexed 
spending  - but  that  is  in  line 


with  most  private-sector 
forecasts. 

These  assumptions  are  not 
much  changed  from  a year 
ago.  One  thing  that  has 
changed  in  a way  that  raises 
the  surplus,  however,  is 
interest  rates.  Long-term 
rates  are  forecast  to  be  much 
lower  - a whole  percentage 
point  lower  this  year  - and 
three-tenths  of  1 per  cent 
lower  in  four  years'  time. 

Part  of  that  lower  cost  of 
borrowing  represents  the 
larger  than  expected  sur- 


pluses themselves,  but  part 
of  it  stems  from  more 
favourable  monetary  Condi- 
tions  generally. 

Even  so.  these  assump- 
tions do  not  seem  wildly 
optimistic,  and  in  any  case 
they  account  for  less  than 
half  of  the  budget  improve- 
ment since  last  year,  accord- 
ing to  the  politically  inde- 
pendent Congressional 
Budget  Office,  which  exam- 
ines US  fiscal  conditions. 

The  CBO,  whose  projec- 
tions this  year  are  remark- 


ably close  to  those  of  the 
White  House,  says  the  rest  of 
the  improvement  comes 
from  a number  of  technical 
(acton. 

Total  government  reve- 
nues will  reach  almost  21  per 
cent  of  gross  domestic  prod- 
uct next  year,  the  White 
House  says,  the  highest  fig- 
ure since  1944. 

Expenditures,  at  a little 
over  IS  per  cent  next  year, 
ore  forecast  to  be  at  their 
lowest  level  since  1974.  Here 
the  improvements  are  the 
result  of  lower  costs  in  pro- 
grammes such  as  Medicare  : 
and  Medicaid,  the  health 
insurance  schemes. 

What  are  the  risks  that  j 
these  assumptions  will  prove 
optimistic?  First,  economic 
growth  could  turn  out  much 
weaker.  The  White  House 
forecasts  are  based  on  a 
“soft  landing'*  for  the  econ- 
omy from  its  rapid  rates  of 
growth  recently.  But  if  a 
deep  recession  occurred  they 
would  have  to  change. 

Second,  spending  could 
increase  more  rapidly  if  Con- 
gress lifted  the  discretionary 
spending  caps  imposed  in  a 
period  of  deficits.  The  fore- 
casts xmibi-  some  accelera- 
tion, bat  not  much. 

Third,  the  revenue  perfor- 
mance of  recent  years  is  still 
something  of  a mystery. 
Receipts  have  risen  much 
faster  than  GDP  growth  for 
five  years.  If  that  trend  went 
sharply  into  reverse,  the  fis- 
cal picture  would  look  a lot 
more  gloomy. 


Real’s  slide 
halted  as 
panic  abates 


Republicans’  tax-cut 
plan  inspires  Clinton 


Baby  boomer  health 
costs  highlighted 


By  GeofTOyer  hi  SSo  Paulo 

Brazil’s  battered  economy 
won  some  temporary  relief 
yesterday  when,  the  Real’s 
rapid  tilde  against  the  dol- 
lar, which  has  raised  fears  of 
high  inflation  and  financial 
chaos,  was  baited. 

The  panic  selling  chat 
dominated  the  market  on 
Friday  was  replaced  by  opti- 
mism that  the  Brazilian  gov- 
ernment would  agree  a 
revised  emergency  financing 
with  the  International 
Monetary  Fund  over  the 
next  few  days. 

Stanley  Fischer,  the  IMF’s 
deputy  managing  director, 
was  due  to  arrive  in  Brasilia 
last  night  to  lead  the  negoti- 
ations, which  Brazilian  offi- 
cials believe  will  accelerate 
the  approval  of  a new  agree- 
ment 

By  mid-afternoon  the  Real 
was  trading  at  RSL95  to  the 
dollar,  after  closing  at  KStbs 
on  Friday.  The  reduced  ten- 
sion in  the  currency  market 
prompted  shares  on  the  S&o 
Paulo  stock  exchange  to 
jump  4.6  per  cent  while  the 
prices  of  Brazilian  interna- 
tional bonds  were  also 
higher. 

The  Real  has  now  deval- 
ued 38  per  cent  since  the 
government  was  forced  on 
January  13  to  abandon  its 
crawling  peg.  which  had 
been  the  centrepiece  of  the 
its  anti-inflationary  strategy. . 

In  November,  the  govern- 
ment signed  a $4L5bn  finan- 


cing agreement  with  the  IMF  j 
and  other  international  > 
organisations.  Brazil  has  Q 
drawn  down  around  $)bn  of 
the  package,  with  a second 
S8bn  becoming  available  by 
the  end  of  February.  How- 
ever. as  a result  of  the  deval- 
uation, the  government  is 
unlikely  to  meet  some  of  the 
targets  agreed  with  the  IMF. 
including  on  the  budget  defi- 
cit. 

George  Soros,  the  billion- 
aire investor,  urged  the  IMF 
to  release  new  hinds  Ear  Bra- 
zil as  soon  as  possible.  "Bra- 
zil is  in  a very  acute  situa- 
tion because  on  Friday  you 
effectively  had  the  beginning 
of  a run  on  the  banks,”  he 
said,  "interposing  a wall  of 
money  would  stabilise  the 
situation.  ” 

Speaking  at  the  World 
Economic  Forum  in  Davos, 
he  said  the  Brazilian  cur- 
rency was  now  undervalued 
and  investing  in  Brazil  was 
much  less  risky  than  putting 
money  into  Russia.  “The  . 
case  of  Brazil  is  very  differ-  a 
ent  from  Russia.”  he  said. 

The  Brazilian  government 
continued  to  deny  that  it 
Was  planning  any  drastic 
measures  to  stabilise  the  sit- 
uation. "There  is  no  possibil- 
ity that  the  government  will 
undertake  violence  against 
people’s  savings,”  said  Pedro 
Malan.  finance  minister. 
Rumours  about  a freezing  of 
bank  accounts  prompted 
some  people  to  close  their 
accounts  on  Friday. 


By  Deborah  McGregor 
in  WasMagtai 

President  Bill  Clinton  is 
hoping  to  steal  some  tax-cut 
thunder  from  Republicans 
with  his  proposal  to  subsid- 
ise new  individual  retire- 
ment accounts  to  supple- 
ment social  security 
benefits. 

It  is  an  idea  that  Republi- 
cans have  carefully  avoided 
criticising  ever  since  Mr 
Clinton  first  mentioned  it  in 
his  State  of  the  Union  speech 
a few  weeks  ago.  There  is  a 
good  reason  for  their  reti- 
cence: they  invented  the  idea 
and  have  several  competing 
versions  of  it  among  then- 
own  tax-cut  proposals. 

In  his  budget  yesterday  Mr 
Clinton  said  he  wanted  to 
devote  just  aver  10  per  cent 
- about  $500bn  - of  proj- 
ected federal  surpluses  to 
encouraging  people  to  set  up 
the  new  accounts,  dubbed 
“universal  savings 
accounts". 

The  accounts  would  create 
a special  savings  vehicle. 


separate  from  social  secu- 
rity. that  would  give  people 
an  additional  source  of 
income  when  they  retired. 
The  federal  government 
would  make  an  annual 
lump-sum  contribution  to 
the  accounts,  as  well  as 
matching  workers'  own  con- 
tributions. 

The  matching  dollars 
would  be  decided  on  a scale 
reflecting  income,  so  those 
with  lower  incomes  would 
get  bigger  subsidies. 

From  Mr  Clinton’s  per- 
spective. the  idea  possesses 
the  beauty  of  allowing  him 
to  blunt  Republican  claims 
that  he  is  opposed  to  return- 
ing any  of  the  budget  sur- 
plus to  the  people  in  the 
form  of  tax  cuts. 

While  the  plan  is  not  tech- 
nically a tax  cut,  his  aides 
; say  it  is  one  way  of  achiev- 
ing the  same  result  And  it  is 
a way  to  entice  people  to 
save  in  a country  with  a his- 
torically low  personal 
savings  rate. 

The  new  accounts  would 
resemble  the  popular  401(k) 


plans  that  many  corpora- 
tions offer  their  employees. 
Workers  would  be  able  to 
choose  among  several  invest- 
ment alternatives,  including 
stock  and  band  funds. 

Two  Republicans  who 
share  Mr  Clinton’s  enthusi- 
asm for  the  idea,  although 
they  have  been  careful  not 
to  put  it  that  way.  are  John 
Kasich,  House  budget  com- 
mittee chairman  and  expec- 
ted presidential  contender  in 
2000,  and  William  Roth, 
the  chairman  of  the  tax-writ- 
ing Senate  finance  commit- 
tee. 

Mr  Clinton's  proposal  is 
not  technically  part  of  his 
overall  plan  for  restoring  the 
troubled  social  security  pro- 
gramme. which  calls  for  62 
per  cent  of  projected  federal 
surpluses  over  the  next  15 
years  to  go  toward  shoring 
up  the  fund. 

The  new  Individual  retire- 
ment accounts  would  enable 
workers  to  build  up  retire- 
ment funds  while  lawmakers 
try  to  reach  agreement  on 
the  social  security  overhaul. 


By  Richard  Woffle 
in  Washington 

While  his  focus  remained 
fixed  on  boosting  social  secu- 
rity. President  Bill  Clinton 
yesterday  highlighted  the 
need  to  meet  the  rapidly  ris- 
ing medical  costs  of  the  age- 
ing baby  boomer  generation. 

Medicare,  the  J217bn 
scheme  for  healthcare  of  the 
elderly  and  disabled,  will  be 
the  second  largest  benefi- 
ciary of  the  government  sur- 
plus after  social  security, 
taking  S686bn  over  the  next 
15  years. 

Mr  Clinton  said  the  addi- 
tional funding  would  main- 
tain the  programme,  which 
is  expected  to  run  out  of 
cash  In  2008,  for  a further  12 
years.  He  said:  “We  can  save 
it  for  another  decade  if  we 
use  one  out  of  every  six  dol- 
lars of  the  surplus  for  the 
next  15  years  to  guarantee 
the  soundness  of  Medicare. 
This  budget  makes  a down 
payment  on  that  goal.” 

According  to  the  detailed 
budget  statements,  the  num- 


ber of  elderly  people  claim- 
ing Medicare  will  grow 
slowly  until  2010.  when  it 
will  “explode  as  the  baby 
boom  generation  begins  to 
reach  age  65". 

After  2010.  the  average 
annual  growth  in  Medicare 
will  double  as  the  number  of 
people  enrolled  reaches 
61.3m,  compared  to  37.6m 
four  years  ago. 

The  president  also  pro- 
posed to  improve  access  to 
health  insurance  for  people 
approaching  retirement,  ^ 
aged  over  62  years.  Tb£  bud^ 
get  revives'  Democratic  sena- 
tors' plans  to  extend  Medi- 
care to  allow  300,000  people 
to  buy  into  the  fund.  It 
includes  further  plans  to 
guarantee  retired  people 
over  the  age  of  55  the  right 
to  buy  into  company-spon- 
sored health  plans..  • - _ * 

. In  other  healthcare  pnrii-  ' 
sions,  Mr  Clinton  proposes  - 
offering  families  a tax  credit’ 
worth  31,000  a year  to  help 
meet  the  cost  of  long-term  • 
healthcare  for  elderly  or  dis- 
abled relatives.  About  2m 


people  would  benefit  from 
the  new  plan,  costing  the 
government  S53bn.  : 

The  president  also  pro- 
posed offering  Medicare 
patients  more  opportunities 
to  take  part  in  cfiniral  trials 
for  new  cancer  treatments. 

Elsewhere  in  the  2000  bud- 
get. the  president  high- 
lighted education  as  a target 
for  new  funds,  with  the 
broad  aim  of  raising  school 
standards  and  providing 
financial  rewards  to  “the 
Ughest-performing  schools 
ff^t  serve'  tow-income  -stu- 
dents”. • 

Mr  Clinton  said  state  gov- 
ernments would  gain  new 
funds  to  help  them  identify 
and  turn  around  their  worst- 
performing  schools. 

Overall  education  spend- 
ing will  rise  foam  S2S.6bn  to 
33L8bn  in  2000.  including  a 
second  year  of  funding  for 
his  plan  to  add  100,000  new 
teachers  to  US  classrooms  by 
2005.  Mr  Clinton  revived 
plans  for  a S22bn  package  of 
school  construction  and  , 
modernisation  bonds. 


Debt  servicing 
fears  mount 


» 


By  Arkady  Ostnrfsky  and 
Edward  Luce  in  London 


Market  concern  is  growing 
over  Brazil’s  continuing  abil- 
ity to  service  its  dollar-de- 
nominated  and  internal  debt, 
given  the  weakness  of  the 
ReaL  However,  economists 
say.  parallels  between  Brazil 
and  Russia  - the  only  large 
emerging  market  to  default 
cm  its  domestic  obligations  - 
ara.at best. weak:- : 

Although  Brazil  accounts 
for  almost  a third  of  all 
emerging  market  foreign 
currency  bonds,  the  country 
has  managed  to  extend  the 
average  maturity  of  its  lia- 
bilities to  about  seven  years. 
This  is  in  contrast  to  Mexico 
in : 1995  (less  than  one  year) 
and  Russia  at  the  moment. 

This  year  Brazil  has  to  pay 
$6.7bn  to  service  its  dollar- 
denominated  debt  With  for- 
eign currency  reserves  of 
about  S36bn  this  is  more 
than  manageable,  analysts 


say.  In  addition.  Brazils 
total  external  (including  cor- 
porate) and  public  internal 
debt  accounts  for  about  (S 
per  cent  of  gross  domestic 
product,  well  below  that  tf 
Italy  and  Belgium. 

But  the  total  cost  of  service 
tng  Brazil's  domestic  and.  . 
external  debt  is  above  8 per1,  WJ 
cent  of  GDP  mid.  given  Bra-' 
til's  growing  interest  rates.; 
this  cost  is  likely  to  go  up. 
According  to  Richard  Gray 
of  Bank  of  America,  each 
percentage  point  rise  in 
interest  rates  adds  RS3bn 
(US$i-5bn)  a year  to  the  cost 
of  servicing  the  debt. 

“The  main  concern  is  that 
high  interest  rates  in  Brazil 
[currently  39  per  centl  make 
the  domestic  debt  burden 
unsustainable.'  said  Alicia 
Duran  of  Merrill  Lynch  In 
New  York.  “With  the  Real 
being  the  anchor  for  the  \ 
entire  economic  programme, 
the  key  factor  is  domestic 
investor  confidence." 


Boost  for  defence  spending 
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By  Stephen  fidter 
in  Washington 

The  administration  yester- 
day announced  detailed 
plans  for  boosting  defence 
spending  until  2005  - but 
some  critics  said  the  rises 
seemed  designed  to  disarm 
Republican  critics  rather 
than  deal  with  the  chal- 
lenges likely  to  confront  the. 
US  in  the  next  century. 

“I  am  proposing  a long- 
term sustained  increase  in 
defence  spending  to  enhance 
the  military’s  ability  to 
respond  to  crises,  build 'for 
the  future  through  weapons 
modernisation  programmes, 
and  take  care  of  military  per- 
sonnel and  their  families  by 
enhancing  the  quality  of  life, 
thereby  increasing  retention 
and  recruitment,”  the  presi- 
dent said  in  his  budget  mes- 
sage to  Congress. 

William  Cohen,  defence 
secretary,  said  the  proposed 
increases  would  meet  the 
most  pressing  requirements 
of  senior  military  leaders.  He 
said  the  budget  was  meant 
to  address  “warning  signs  of 
potential  problems.  Recruit- 
ing and  retention  [of  person- 
nel] are  increasingly  diffi- 


cult, readiness  harder  to 
maintain,  and  weapons  mod- 
ernisation tougher  to  fund 
significantly." 

The  budget  includes  $63bn 
for  pproevuing  new  weapons 
in  fiscal  2000,  and  is  proj- 
ected to  reach  SG2bn  in  2001, 
surpassing  the  SSObn  goal  set 
by  the  administration. 

The  procurement  budget 
was  expected  to  rise  to 
$69-2bn  in  2001  and  $75.1bo 


pected  changes  in  pro- 
gramme procurement.  John 
Isaacs,  president  of  Council 
for  a Livable  World,  a non- 
profit group  favouring  lower 
military  spending,  said  the 
budget  included  provisions 
to  buy  30  more  Lockbeed- 
Martin  F-16  combat  aircraft 
to  the  next  four  years,  and 
more  Boeing  C-17  airlift  air- 
craft. 

However,  big  programmes 


Budget  is  meant  to  address 
'warning  signs  of  potential  problems’ 


In  2005.  according  to  figures 
released  yesterday. 

For  2000,  the  $L2.6bn  pro- 
posed spending  rise  includes 
just  S4.1hn  of  new  money, 
the  rest  being  accounted  for 
by  cost  savings  and  other 
budgetary  adjustments.  Over 
the  six  years  to  2005.  how- 
ever, $84bu  of  the  proposed 
SH2bo  Increase  would  be 
new  money.  The  requested 
budget  authority  grows  from 
$262.6bn  this  year,  to 
$267.2bn  in  2000  and  S318.9bn 
in  2005. 

There  were  few  unex- 


remain mostly  unchanged 
with,  for  example,  more  than 
S3bn  being  spent  next  year 
both  on  the  F/A-18  E/F  Super 
Hornet  tactical  fighter,  for 
which  Boeing  Is  the  prime 
contractor,  and  the  F-22 
advanced  tactical  fighter  for 
the  air  force.  Meanwhile, 
spending  would  continue  on 
the  new  joint  strike  fighter, 
with  a total  programme  cost 
Of  8212bm 

Patrick  Cronin,  research 
director  of  the  US  Institute 
of  Peace  in  Washington, 
said:  “You  are  left  thinking 


that  this  is  a way  of  neutral- 
ising the  Republicans  in  the 
next  presidential  campaign." 
He  said  billions  of  dollars 
would  be  spent  on  buying 
advanced  systems  for  which 
there  would  be  no  likely 
opponent 

He  said  Mr  Cohen  had 
raised  expectations  when  be 
went  to  the  Defence  Depart- 
ment in  1997  that  be  would 
embark  on  a campaign  to' 
start  a revolution  in  defence 
business;  affairs,  but  little 
evidence  of  it  had  emerged.. 

Susan  Hansen,  a spokes- 
woman for  the  Pentagon, 
said  the  budget  had  recog- 
nised emerging  threats  - 
such  as  chemical  and  biolog- 
ical weapons.  Mr  Cohen  had 
also  previously  increased 
proposed  spending  on  ballis- 
tic missile  defence.  “We  also 
have  to  realise  that  the 
Defence  Department  has  an 
overwhelming  advantage 
against  any  potential  adver- 
sary. We  like  that  and  we 
want  to  keep  that” 

Republican  critics  of  the 
administration  have  argued 
that  the  military  was  being 
“hollowed  out"  by  successive 
real  cuts  in  defence  spend- 
ing. 
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Lewinsky  testifies  on  Clinton 


By  Mack  Suzman 
fai  Washington 

Republican  prosecutors  and 
White  House  lawyers  yester- 
day questioned  Monica  Lew- 
insky under  oath  for  several 
hours  at  a Washington  hotel 
to  establish  whether  she  had 
any  new  information  about 
her  affbir  with  President  Bill 
Clinton  that  could  affect  bis 
impeachment  trial. 

Ed  Bryant,  a Tennessee 
congressman  who  Is  one  of 


the  13  House  trial  managers, 
opened  the  videotaped  ques- 
tioning as  he  sought  to  clar- 
ify several  points  relating  to 
the  charges  that  Mr  Clinton 
committed  perjury  and 
obstructed  justice  in  cover- 
ing up  the  affair. 

He  was  due  to  be  followed 
by  Nicole  Seiigman.  one  of 
the  president's  personal  law- 
yers. A senator  from  each 
party  was  present  through- 
out. 

Ms  Lewinsky  is  the  first  of 


three  witnesses  to  be 
deposed,  before  the  Senate 
decides  whether  any  live  tes- 
timony is  needed  in  the  trial 
or  whether  it  should  move 
on  to  closing  arguments  and 
a final  vote  on  the  charges 
next  week.  Vernon  Jordan,  a 
Washington  lawyer  and 
close  friend  of  the  presi- 
dent’s. will  be  questioned 
today  and  Sidney  Blumen- 
tbaL  a top  White  House  aids 
will  follow  tomorrow. 

All  of  the  witnesses  have 


already  provided  extensive 
testimony  to  Kenneth  Starr, 
the  independent  counseL 
Yesterday's  deposition  came 
amid  a growing  uproar  over 
reports  that  Mr  Starr  is  con- 
sidering trying  to  indict  Mr 
Clinton  even  if  the  Senate 
acquits  him.  The  White 
House  reacted  angrily  to  the 
revelation  and  said  It  would 
-file  a formal  complaint  in 
federal  court,  about  , contin- 
ued press  leaks  from  Mr 
Stan's  office. 
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BRITAIN 


CONFLICTS  OF  INTEREST  ADVICE  PROMPTED  BY  COURT  DECISION  IN  DISPUTE  BETWEEN  BRUNS  PRINCE  AND  KPMG 


«aiiiiiiinHiut*tMii 


Firms  are  urged  to  review  their  ‘Chinese  walls’ 


By  Jim  KeOy  hi  Londoo 

Lawyers  are  advising 
financial  organisations  to 
review  how  they  build  and 
maintain  “Chinese  walls" 
following  a landmark  judg- 
ment on  managing  conflicts 
of  interest  from  the  House  of 
Lords,  the  unelected  upper 
house  of  parliament,  acting 
as  the  highest  appeal  court 
“Chinese  walls”  are  barri- 
ers erected  to  prevent  leaks 
of  confidential  information. 


The  law  lords'  decision  in 
the  case  of  Prince  Jefri  of 
Brunei  versus  KPMG  has 
also  prompted  suggestions 
that  sector- wide  codes  of 
best  practice  should  be 
developed  for  “Chinese 
walls”  to  protect  those  using 
them  against  court  action. 

“Banks  and  other  financial 
institutions  may  wish  to 
review  their  policies  with 
regard  to  conflicts  and  ‘Chi- 
nese walls’  as  a consequence 
of  the  decision."  said  law- 


yers at  Lovell  White  Dur- 
rant.  which  .represented 
Prince  Jefri. 

Lawyers  are  also  suggest- 
ing that  the  judgment  - in 
which  KPMG  was  prevented 
from  acting  far  the  Brunei 
authorities  against  Prince 
Jefri,  their  fanner  client  - 
has  far-reaching  specific  con- 
sequences for  lawyers  and 
accountants.  “The  logic  of 
the  decision  suggests  that 
there  could  be  a need  for 
greater  institutionalisation 


of  information  barriers  in  all 
practice  areas  — such  as  cor- 
porate finance,  tax.  audit  or 
consultancy,”  said  Barlow 
Lyde  & Gilbert. 

While  the  firm  said  it  was 
unlikely  the  courts  would 
enforce  the  full  impact  of  the 
judgment,  it  added:  “Profes- 
sionals would  do  well  to  con- 
sider whether  there  are  addi- 
tional steps  they  can  now 
take  with  a view  to  avoiding 
challenge  to  the  'Chinese 
walls’  they  routinely  erect  in 


non-litigious  practice  areas.” 

The  16-page  law  lords’ 
judgment  is  still  being  stud- 
ied by  lawyers  - particularly 
at  the  Big  Five  accountancy 
firms  - and  there  is  agree- 
ment that  while  its  technical 
impact  may  be  restricted  it 
has  raised  much  wider  con- 
cerns over  the  use  of  “Chi- 
nese walls”. 

“Accountancy  firms  and 
their  mientc  need  to  take  tfo**  - 
question,  of  cnnflfr*”  of  inter- 
ests and  inadvertent  leakage 


of  confidential  information 
more  seriously,”  Robson 
Rhodes,  the  accountants, 
said  in  a newsletter. 

While  there  will  he  suspi- 
cions lawyers  are  being  cau- 
tious, thane  is  genuine  confu- 
sion in  several  professions 
about  the  impact  of  the  judg- 
ment - including  actuaries 
and  corporate  finandes. 

”1  wonder  what  clients 
would  think  if  they  realised 
that  so-called  "Chinese 
walls”  are  sometimes  opera t- 
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Alleged 
IRA  sniper 
faces  37 
terrorism 
charges 

By  Jobs  Murray  Brawn 
In  Dublin 


ing  across  open-plan  offices 
and  with  groups  of  people 
who  mix  on  a daily  basis.” 
said  one  corporate  lawyer. 

Jeremy  Cole,  a partner  at 
Lovells,  said  that,  on  bal- 
ance, the  law  lords'  judg- 
ment . appeared  to  be 
restricted  to  the  very 
unusual  circumstances  of 
the  KPMG  case  in.  which  the 
law  lords  doubted  that  its 
ad  hoc  “Chinese  Walls” 
could  be  shown  to  be  leak- 
proof 


Thatcher’s  heirs  seek  youth  and  new  radicalism 


William  Hague's  push  to  create  a compassionate 
Conservative  party  has  backfired  and  he  still 
needs  new  ideas.  Deborah  Hargreaves  reports 


M 


any  politicians  have 
tried  to  define  what  it 
is  to  be  British.  For 
John  Major,  the  former  Con- 
servative prime  minister,  it 
was  warm  beer  and  cricket 
on  tbe  village  green.  For 
Tony  Blair,  the  Labour 
prime  minister,  it  is  "Cool 
Britannia”  with  its  fashion 
designers  and  rock  musi- 
cians. 

Wifilam  Hague,  Mr  Major’s 
successor  as  Conservative 
leader  and  the  party's 
youngest  leader  this  cen- 
tury, last  month  painted  his 
picture  of  Britain  as  “multi- 
ethnic, brassy,  self-confident 
and  international",  in  a 
speech  to  a rightwing  think- 
tank,  Mr  Hague  sought  to 
portray  the  Conservatives  as 
a modem  party  of  the  fixture. 

But  Mr  Hague's  definition 
has  been  widely  lampooned. 
His  effort  to  capture  the  pub- 
lic's imagination  for  a more 


compassionate  Conservative 
party  - echoing  George  W. 
Bush,  the  favourite  to  win 
the  US  Republican  presiden- 
tial nomination  - backfired. 

It  is  the  latest  miscalcula- 
tion by  the  inexperienced  Mr 
Hague,  whose  efforts  to 
relaunch  the  party  after  its 
disastrous  election  defeat 
have  met  with  little  success. 
A fervent  Conservative  since 
his  schooldays,  the  36-year- 
old  Mr  Hague's  sole  experi- 
ence of  cabinet  office  has 
been  as  chief  minister  for 
Wales  in  the  Major  govern- 
ment 

The  Conservatives  were 
swept  from  power  in  1997  by 
a landslide  Labour  victory 
after  18  years  in  power.  The 
party  was  left  with  just  165 
House  of  Commons  seats 
compared  with  Labour’s  418. 
Traditional  Conservative 
voters  deserted  the  party  in 
crowds  and  Mr  Hague  has 


spent  the  past  18  months  try- 
ing to  lure  them  back. 

But  an  opinion  poll  last 
week  showed  that  support 
was  still  falling  - just  24  per 
cent  of  people  said  they 
would  vote  Conservative,  the 
lowest  rating  in  18  months. 
Labour's  approval  rating 
rose  two  points  to  56  per 
cent  - its  highest  since  late 
1997. 

Mr  Hague's ' advisers 
admitted  recently  that  the 
party  that  spawned  the 
Thatcher  revolution  and 
exported  the  privatisation  of 
public  utilities  had  ran  out 
of  ideas. 

Almost  half  way  through 
the  current  parliament,  Mr 
Hague  has  given  little  indi- 
cation of  the  platform  on 
which  the  party  hopes  to 
fight  the  next  national  elec- 
tion. He  is  now  backing  the 
creation  of  a new  think-tank 
to  generate  radical  policy 
ideas. 

But  he  must  be  wary  of 
taking  the  party  too  Ear  to 
the  right  Some  senior  Con- 
servatives are  already 


unhappy  about  Mr  Hague's 
uncompromising  stance  on 
the  euro  - ruling  out  UK 
membership  for  the  life  of 
the  next  parliament 
Two  of  the  party's  Euro- 
pean parliament  members 
left  last  month  to  form  a 
breakaway  pro- European 
party.  One  of  them  said  in  a 
letter  to  Mr  Hague  that  oppo- 
sition to  British  membership 
of  the  single  currency  was 
not  in  the  national  interest 
Adding  to  his  woes,  Hr 
Hague  is  embroiled  in  a dis- 
pute with  members  of  his 
shadow  cabinet 
A senior  party  member 
urged  Mr  Hague  last  week  to 
fire  shadow  ministers  who 
had  been  members  of  the 
Major  government  because 
voters  associate  them  with 
failure.  "Every  time  they  go 
on  television,  they  are  cost- 
ing us  votes,”  one  Conserva- 
tive said  of  John  Redwood, 
industry  spokesman.  Mr 
Redwood  is  an  arch  Euro- 
sceptic  who  unsuccessfully 
challenged  Mr  Major  for  the 
party  leadership  in  1995.  Hie 


comment  was  also  aimed  at 
Michael  Howard,  shadow  for- 
eign secretary.  Mr  Hague 
was  forced  to  issue  reassur- 
ances that  he  was  not  {dan- 
cing a cuH 

The  Conservative  party 
appears  to  have  a peculiar 
propensity  far  undermining 

its  leader. 

Several  recent  occasions 
that  should  have  seen  Mr 
Hague  taking  the  govern- 
ment to  task  over  policy 
errors  have  been  dominated 
by  arguments  within  his 
party. 

His  efforts  to  reform  the 
House  of  Lords  were  under- 
mined when  he  discovered 
that  Lord  Cranborne,  leader 
of  the  Conservative  mem- 
bers in  the  House  of  Lords, 
had  already  done  a deal  with 
Mr  Blair. 

Mr  Hague,  a member  of 
the  party  since  he  was  a 
teenager,  desperately  needs 
to  attract  younger  members. 
But  he  has  to  take  control  of 
his  colleagues  before  direct- 
ing his  energies  towards 
recruitment 


ABagatJons  of  Steen  returned  to  haunt  the  Conservatives  at  the 
weekend  with  the  sudden  admission  by  Tom  Spencer,  a member  of 
the  European  partament,  that  Customs  officers  at  Heathrow  airport 
had  found  him  in  possession  of  cannabis  and  homaeaxual 
pornography.  Mr  Spencers  write  Uz  to  standing  by  him,  but  he  wB 
not  run  for  his  Bigish  dtatrict  again  PA 


Scots  nationalists  set  out  tough  rules  for  landowners 


By  James  Buxton  in  EAtburgh 

An  administration  led  by  the 
Scottish  National  party 
would  require  estate  owners 
in  Scotland  to  make  legally 
enforceable  contracts  with 
local  residents,  the  party 
announced  yesterday.  The 
contracts  would  state  own- 


ers* responsibilities  and 
rights. 

The  SNP  would  also  create 
land  councils  in  rural  areas 
on  which  community  and 
landowners  would  sit  “Com- 
munity contracts  and  local- 
ity land  councils  will  ensure 
communities  have  a tighter 
hold  over  the  land  they  live 


on,”  Roseanna  Cunningham 
the  party’s  land  spokes- 
person, said  yesterday. 

Her  comments  came  in 
evidence  to  the  Scottish 
Grand  Committee  of  all  Scot- 
tish MPs.  She  said  her  party 
would  legislate  to  control 
bad  landowners  while  the 
Labour  party  would  only  use 


powers  of  encouragement 
Labour  proposes  giving 
community  groups  the  right 
to  buy  estates  that  come  up 
for  sale  at  a price  set  by  a 
government-appointed 
valuer  - even  if  this  was  less 
than  that  offered  by  another 
buys-.  In  extreme  cases  the 
government  would  be  able  to 


compulsorily  purchase  badly 
run  properties.  It  would  nor- 
mally rely  on  landowners 
obeying  a voluntary  code  of 
conduct  Tbe  SNP*s  commu- 
nity contracts  would  regu- 
late public  access,  public 
consultation  over  develop- 
ment and  govern  tbe  use  an 
estate  made  of  public  funds. 


Donald  Dewar,  chief  minis- 
ter for  Scotland  in  tbe  UK 
government,  said  the  SNP*s 
proposals  would  produce  “a 
massive  bureaucracy  of  no 
real  value  to  anybody  at  all”. 
Andrew  Dingwall-Fordyce, 
convener  of  the  Scottish 
Landowners  Federation,  said 
the  SNP’s  proposals  would 


drive  down  land  prices,  jeop- 
ardise employment  and 
threaten  (be  already  fragile 
rural  economy.  “Locality 
land  councils  appear  to  offer 
the  awful  prospect  of  com- 
promising tire  work  of  good 
land  managers  and  acting  as 
a.  disincentive  to  invest- 
ment,” he  said. 


A man  alleged  to  be  an  Irish 
Republican  Army  border 
sniper  went  on  trial  for  mur- 
der In  Northern  Ireland  yes- 
terday. with  the  prosecution 
taking  more  than  half  an 
hour  to  read  out  the  charges. 

Bernard  Michael  McGinn, 
41.  from  Costleblancy  in 
county  Monaghan  In  the 
Irish  Republic,  is  accused  of 
murdering  Lance  Bombar- 
dier Stephen  Restorick  a 
British  soldier  shot  dead  at  a 
security  checkpoint  in 
Northern  Ireland  in  1997.  He 
was  tbe  last  British  soldier 
in  the  region  to  be  killed  by 
terrorists. 

Mr  McGinn  is  charged 
with  37  separate  terrorist 
offences,  including  the  mur- 
der of  two  other  soldiers 
some  years  earlier.  John  Cre- 
aney,  the  prosecuting  law- 
yer. told  the  court  how  Mr 
McGinn  and  three  other 
men,  all  from  Northern 
Ireland,  were  arrested  after  a 
Ifrstrong  British  army  unit 
swooped  on  a remote  farm 
near  the  Irish  border. 

All  four  put  up  a "consid- 
erable struggle"  as  soldiers 
tried  to  put  them  into  foren- 
sic body  covers  before  bring 
taken  for  questioning. -the 
court  heard.  A filth  man  fas 
accused  of  providing  the 
hayshed  used  In  the  alleged 
conspiracy.  The  five  deny  all 
charges. 

The  soldiers  found;  a 
Mazda  car  containing  an 
elaborate  mobile  firing  p>t- 
foim.  A cavity  had  been  che- 
ated in  the  bade  of  the  car  In 
which  a gunman  could 
crouds  and  fire.  Inside  we* 
found  a high  velocity  Borne 
sniper  rifle,  an  AK  47  assatg 
rifle  and  ammunition.  ■ 

Mr  McGinn  smiled  aid 
laughed  at  one  point  as  Us 
prosecution  read  out  tiu 
charges,  which  include^ 
explosives  offences  ant 
membership  of  the  IRA.  Mr 
Creaney  said  such  evidence 
dearly  showed  that  the  men 
were  intent  on  using  the. 
weapons  to  kill.  I 


APPLY  HERE  FOR  BETTER 
BUSINESS  TRAVEL 


Business  travel  is  the  third  biggest  expense  for 
most  UK  companies.  Busies  Travel  99  is  the  event 
dedicated  to  making  s y&hat  your  organisation 
gets  the  right  servicej|f§e  best  price. 

Featurihpimilip^^pirs,  the 
exhibition^liiaiPSiii^  to  buy 
business  travel 


So  don't  miss  ^^mply  cll^|  ticket  hotline 
for  complimentary  tickets  aiiftensure  that 
whoever  arranges  your  travel  makes  a trip  to 
Business  Travel  99. 

Ticket  Hotline  0181  710  2185 
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launch  of  the  UK.  satellite  and  terrestrial  digital  platforms. 
Select  heads  of  industry  will  discuss  post-launch 
experiences;  market  opportunities  for  new  entrants;  die 
impact  of  competition  on  the  existing  networks;  new 
technologies;  regulation  gatekeepers  and  convergence: 
finance;  and  Interactive  services  amongst  other  topics. 
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Hi  Wall  Street 


See  f/7e  Victoria’s  Secret  Fashion  Show  LIVE  online. 

This  Wednesday,  tickers  will  be  racing  after  the  markets  close.  The  Victoria’s  Secret  Fashion  Show  will  be 
broadcast  LIVE,  online,  for  the  first  time  ever.  Stephanie,  Tyra,  Laetitia,  Karen,  Daniela,  Heidi,  and  twenty 
more  of  the  most  beautiful  women  in  the  world  hit  the  runway  on  February  3,  at  7 pm,  EST.  So  get  to 
www.VictoriasSecret.com.  It’s  proof  positive  that  you  can  turn  more  than  profits  on  the  internet. 


VICTORIA'S  SECRET 

A division  of  Intimate  Brands,  Inc.  / NYSE:  IBI 


4* 


Olntfmoit  Brandi,  I no. 


FINANCIAL  TIMES  TUESDAY  FEBRUARY  2 1*99 


BRITAIN 


THROUGHPUT  AT  HEATHROW  COURT  IS  WARNED  OF  US-STYLE  SCRAMBLE  AND  BREACHES  OF  EUROPEAN  UNION  LAW 

Slot  trades  by  airlines  are  challenged 


By  John  Mason, 

Law  Coarts  Correspondent 

The  trade  between  airlines 
in  take-off  and  landing  slots 
at  London's  Heathrow  air- 
port breaches  European 
Union  law  and  could  lead  to 
a US-style  free-for-all  in 
which  big  carriers  will  domi- 
nate the  market,  the  High 
Court  in  London  was  told 
yesterday. 

The  claim  was  made  by 
lawyers  acting  for  the 
Guernsey  Transport  Board, 
which  is  mounting  the  first 
legal  challenge  to  the  com- 
mon. but  legally  disputed, 
practice  of  airlines  selling 
slots  to  each  other. 

The  High  Court  proceed- 
ings, which  could  lead  to  a 


protracted  legal  case  before 
the  European  Court,  are 
being  closely  watched  by  the 
aviation  industry.  The  prac- 
tice of  selling  slots  is  of  vital 
commercial  importance  to 
the  industry  but  its  legality 
ban  yet  to  be  established. 

Michael  BeloCf,  a lawyer 
for  the  Guernsey  board,  said 
the  practice  of  airlines  buy- 
ing and  selling  slots  to  each 
other  breached  EU  law 
intended  to  regulate  the  avi- 
ation industry.  EU  law  was 
explicitly  intended  to  ensure 
an  orderly  distribution  of 
slots  and  avoid  a free-market 
solution  that  would  lead  to 
the  most  powerful  players 
dominating  the  aviation 
industry,  he  said. 

The  dispute  has  arisen 


Fracas  ‘was  old-fashioned  Irish  sing-song  and  not  air  rage1 


Twelve  airline  passengers 
ejected  from  a 
London-Jamaica  flight 
diverted  to  the  US  said 
yesterday  that  what  cabin 
staff  interpreted  as  a fight 
was  an  "old  fashioned  Irish 
sing-song”  disrupted  by 
another  passenger  hurling  a 
drink.  The  12  were  left  at 


over  the  sale  of  slots 
between  British  Airways  and 
KLM'UK.  the  British  subsid- 
iary of  the  Dutch  airline. 
ELM  UK  stopped  flying 
between  Heathrow  and 
Guernsey  last  March  and 
sold  its  eight  daily  slots  to 


Norfolk,  Virginia,  after  the 
pitot  diverted  the  Airtours 
flight  Mites  Connor,  from 
smith  London,  one  of  the 
12,  said:  “No  punches  were 
thrown,  just  a few  words 
were  exchanged  - but  they 
threw  all  12  of  us  off,  there 
were  no  blows,  nothing.  The 
biggest  injustice  is  that  the 


BA.  Guernsey  is  the  second 
largest  of  the  Channel 
Islands  between  England 
and  France. 

In  return,  BA  gave  ELM 
eight  slots  at  less  convenient 
times.  KLM,  which  had  no 
use  for  these  slots,  returned 


other  man,  who  threw  the 
drink,  was  allowed  to  carry 
on  on  the  flight”  Airtours 
said  it  planned  to  act 
against  the  12  under  air 
navigation  law  and  they 
might  have  to  meet  the  cost 
of  the  diversion.  They  would 
also  have  to  pay  to  return  to 
London. 


them  to  the  "pool'’  for  use  by 
other  airlines.  It  was  not  dis- 
puted that  KLM  UK  was  paid 
by  BA  for  the  slots. 

Mr  Beloff  said  EU  law 
allowed  atrihips  to  transfer 
slots  in  limited  situations, 
such  as  a genuine  exchange 


Blair  steps  into  storm  over  England  soccer  manager 


Tony  Blair,  the  prime 
minister,  yesterday  stepped 
into  the  storm  over  Glenn 
Noddle,  the  England  soccer 
team's  manager,  Jimmy 
Bums  writes.  Mr  Hoddle 
was  under  fire  for  reportedly 
telling  The  Times 
newspaper  "You  and  I have 
been  physically  given  two 
hands  and  two  legs  and  a 


half-decent  brain . . . some 
people  have  not  been  bom 
like  that  for  a reason.  The 
karma  Is  working  from 
another  lifetime."  Mr  Blair 
called  the  comments  “very 
offensive”  and  suggested  he 
might  have  to  resign.  Mr 
Hoddle ’s  fate  could  be 
sealed  today  at  his  meeting 
with  senior  officials  of  the 


Football  Association.  The 
Nationwide  building  society, 
English  soccer's  biggest 
sponsor,  disassociated  itself 
from  Mr  HoddEe's  reported 
remarks.  “Glenn 
Hoddle . . . has  a 
responsibility  to  ensure  that 
his  personal  views  shouldn't 
be  confused  with  those  of 
the  England  team,  the 


Football  Association  or  its 
sponsors,”  it  said  yesterday. 
Nationwide  insisted  last 
night  that  its  new  £15m 
($24 .5m)  sponsorship  deal 
with  the  FA  was  not  fn 
jeopardy.  The  first  match  of 
Nationwide's  sponsorship 
package  is  set  for  February 
10  when  England  play  world 
champions  France. 


Dennis  Roach,  Mr 
Hoddle’s  agent,  said  Ns 
client  had  "denied 
categorically  that  he  ever 
said  anything  about  disabled 
people  being  punished".  He 
added  that  Mr  Hoddle 
intended  to  issue  a writ  for 
GbeJ  against  The  Times.  Mr 
Hockfle  yesterday  refused  to 
resign. 


Gtenn  Hoddle:  refused  to  resign 
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or  where  a takeover  was 
involved.  However,  the  law 
did  not  allow  for  trading  in 
slots  which  toe  seller  bad  no 
prospect  of  using.  European 
- transport  commissioner  Nell 
girmnrtr  had  tnffrfp  plain  last 
year  at  a Financial  111068 
aviation  conference  that 
slots  could  not  be  bought 
and  sold,  Mr  BeZoff  said. 

Mr  Beloff  said  Airport  Co- 
ordination, the  company 
that  allocated  Heathrow 
slots,  had  acted  wrongly 
over  the  transfer  of  slots 
from  ELM  UK  to  BA.  It  had 
been  wrong  to  say  that  it 
was  not  its  business  what 
happened  to  the  dots  after 
they  had  been  issued. 

The  hearing  is  expected  to 
end  tomorrow. 


Pay  straitjacket  loosened 
for  public  sector  workers 

The  government  yesterday  loosened  its  straitjacket  on 
public  sector  pay  by  awarding  a 4.1  per  cent  average  rise 
to  1.25m  doctors,  nurses,  teachers,  members  of  the  armed 
forces  and  public  officials.  It  said  the  salary  recommenda- 
tions of  five  independent  pay  review  bodies  would  be 
implemented  in  ftril,  without  staging,  for  the  first  time  in 
five  yeans.  But  trade  unions  were  expecting  a more  attrac- 
tive settlement,  following  leaks  of  the  most  generous 
award  - a 12  per  cent  increase  in  pay  for  newly  qualified 
nurses. 

Ministers  found  ihemsetvas  si  the  embarrassing  position 
of  defending  themselves  against  the  apparently  contradic- 
tory charges  of  being  parsimonious  and  taking  undue  risks 
with  inflation  and  tha  public  finances. 

The  prime  minister's  spokesman  said  the  Bank  of 
England,  the  UK  central  bank,  was  unlikely  to  take  a dim 
view  of  the  pay  award  since  it  had  written  m its  summer 
inflation  report  that  “an  inflation  target  of  2.5  per  cent  is 
consistent  with  average  annual  nominal  earnings  growth  of 
4.5  per  cent”.  Robert  Peston,  London 

THE  ECONOMY 


Manufacturers  recover  slightly 

The  latest  UK  purchasing  managers  index  yesterday 
revealed  a slight  recovery  In  output  and  new  orders.  But 
both  remained  well  below  the  50  “break  even”  level,  imply- 
ing activity  is  shrinking.  Manufacturers  also  upped  the 
pace  of  redundancies  and  sold  off  stocks,  according  to 
the  index,  while  there  was  little  sign  of  inflation  as  materi- 
als prices  continued  to  fal  The  data  come  as  the  mone- 
tary policy  committee  of  the  Bank  of  England,  the  UK  cen- 
tral bank,  prepares  to  meet  lev  its  latest  decision  on 
Interest  rates  on  Thursday.  Most  City  analysts  a cut  from 
the  current  level  of  6 per  cent.  In  the  UK.  the  index  of 
prices  paid  fell  to  its  lowest  level  in  the  survey's  seven- 
year  history.  The  Chartered  Institute  of  Purchasing  and 
Supply  said  the  fail  was  caused  by  greater  discounting  by 
suppliers,  domestically  and  overseas,  with  prices  being 
driven  lower  by  weaker  global  demand  and  an  excess 
supply  of  many  goods.  Richard  Adams,  London 


PUBLIC-PRIVATE  PROJECTS 

Ministers  to  issue  guidance 

The  government  is  determined  to  drive  forward  the  private 
finance  initiative,  but  only  as  part  of  a wider  partnership 
between  the  public  sector  and  private  capital.  Alan  Mil- 
bum,  a senior  Treasury  minister,  is  to  say  today.  The  PFI 
was  inherited  from  the  previous  government  and  aims  to 
bring  private  funding  to  public  projects.  Mr  MUbum  will 
announce  that  the  standard  model  clauses  for  PR  con- 
tracts should  be  published  by  the  end  of  this  month  and 
that  the  government  win  produce  its  final  guidance  on  tne 
treatment  of  risk  in  PR  contracts  by  the  end  of  March. 

The  risk  guidance  is  aimed  at  settling  the  Treasury's  dis- 
pute with  foe  Accounting  Standards  Board  over  which  pro- 
jects should  go  on  the  government  balance  sheet  and 
which  should  do  not  Mr  Milbum  believes  that  once  the 
model  clauses  and  guidance  are  published,  procurement  y 
of  PR  projects  should  be  more  swift  and  the  bidding  costs  £f 
lower.  He  is  the  first  cabinet  minister  to  have  direct 
responsibility  for  PR  deals.  Nicholas  Timmins  and  Simon 
Buckby,  London 
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BSE  CRISIS 


12  died  from  CJD  in  1998 

Twelve  people  died  in  foe  UK  last  year  from  the  new  vari- 
ant of  Creutzfeidt-Jakob  disease  linked  to  BSE,  the 
Department  of  Health  said  yesterday.  The  death  toll  was 
10  in  1997, 10  in  1996  and  three  in  1995.  Scientists  say  it 
is  still  too  early  to  predict  even  roughly  how  many  people 
will  succumb  to  disease  as  a result  of  eating  contaminated 
beef  in  the  1980s  because  of  the  uncertainties  about  the 
transmission  of  BSE  to  humans.  But  specialists  at  St 
Mary's  Hospital  in  London  say  at  least  five  living  patients 
have  symptoms  of  the  fatal  brain  disease.  A new  diagnos- 
tic test  on  their  tonsils  has  shown  clear  signs  of  Infectious 
nvCJD  “prions".  Clive  Cookson,  London 


Confidence  is  one  thing. 
Arrogance  is  something  else  altogether.. 

At  Deloitte  Consulting,  we  never  presume  to  have  all  the  answers. 
Because  we’ve  learned  over  the  years  that  certain  insights 
can  only  come  from  inside  our  client's  organisation. 

Which  is  why  we  work  coUaboratively  with  you. 
And  treat  everyone  with  respect  Its  all  part  of  a working  style 
that  has  proven  to  secure  employee  buy-in  to  changes  at  hand. 
Which  ensures  the  complete  transfer  of  the  additional  knowledge 
and  skills  your  people  will  use  to  deliver  the  promised  returns 
of  any  new  strategies  and  technologies. 

For  results  you  can  count  on  today. 

And  build  on  tomorrow. 

[~A~very  different  approach.  For  very  different  results. 

Deloitte  &Touche  Consulting 
Group 


www.dtcg.com 
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MOTORCYCLES 

Grey  market  boosts  sales 

Plunging  prices,  thanks  to  cheap  “grey"  imports,  and  dis- 
satisfaction with  other  commuting  methods  are  driving  foe 
UK  motorcycle  market  towards  its  best  year  since  the 
early  1980s.  The  150,000  sales  for  this  year  predicted  by 
Kevin  Kelly,  director  of  the  Motorcycle  Retailers  Associa- 
tion. represent  a leap  of  one-quarter  over  1998  and  wed 
over  triple  the  sales  of  five  years  ago.  Total  sales  increa- 
sed^ by  more  than  31  per  cent,  year-on-year,  in  the  first 
20  days  of  January.  Scooters  have  re-emerged  as  fashion- 
able transport  to  an  extent  not  seen  since  the  1970s.  A 
new  generation  of  stylish  machines  from  European  pro- 
ducers, led  by  Peugeot  of  France,  are  displacing  Japanese 
makers  from  their  traditional  leadership.  John  Griffiths, 
London 

Procter  fights 
back  in  soap  war 


ft 


By  JohnWfflman, 

Consumer  Industries  Editor 

Procter  & Gamble  of  the  US 
is  raising  the  stakes  in  the 
long  soap  war  with  the 
Anglo-Dutch  conglomerate 
Unilever  by  launching  its 
own  version  of  the  solid 
detergent  tablets  that  have 
proved  so  successful  for  its 
arch-rival.  The  US  group 
plans  to  launch  Ariel  Discs 
in  Europe  In  April  after  a 
year’s  trial  in  two  towns  in 
northern  England. 

Lever  Brothers,  Unilever’s 
detergent  subsidiary,  has 
seized  8.5  per  cent  of  the  UK 
market  with  Persil  Tablets 
since  launching  the  new 
product  last  May.  One  in  six 
households  has  tried  Tab- 
lets, which  are  added  to  the 
wash  in  a nylon  mesh  bag 
designed  to  ensure  they  folly 
dissolve. 

The  success  has  restored 
brand  leadership  for  PorriL 
lost  to  Procter’s  Ariel  after 
the  1994  Persil  Power  fiasco. 
Then  Lever  Brothers  had  to 


withdraw  a new  formulation 
after  its  patented  "accelera- 
tor” ingmiient  was  found  to 
weaken  fabrics  and  leave 
colours  faded. 

Similar  success  has  fol- 
lowed in  other  European 
countries,  nnd  Inst  month 
Procter  reported  a fall  in  its 
detergent  volumes  in  Europe 
- blaming  “continued  com- 
petitive pressures  in  laundry 
and  cleaning,  primarily 
related  to  laundry  tablet 
initiatives”. 

Now  it  is  ready  to  launch 
Its  counter-attack  with 
Discs,  which  are  placed  In 
the  detergent  drawer  of  an 
automatic  washing  machine, 
like  conventional  snap  pow- 
ders. rather  than  being 
added  directly  to  the  wash  in 
the  drum.  The  group  said  it 
had  overtaken  Unilever  in 
automatic  wishing  machine 
powders,  concentrated  pow- 
ders and  liquids  - even 
though  these  had  all  been 
pioneered  by  Unilever. 

“We  hope  history  will 
repeat  itself,"  it  said. 
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Little  Italy 
comes  to 
China 
town 


Truck-maker  Iveco 
found  it  had  to  train 
Chinese  workers  to 
speak  Italian  and 
adopt  European 
practices,  says 
James  Harding 


■SI  “Signora,  due  caffe 
BTJ  per  favors. ” Camillo 
VnJ  Donati  calls  from  the 
comfortable  leather  sofa  in 
his  office  overlooking  Nanj- 
ing. China. 

His  secretary,  Ms  Wu, 
promptly  brings  in  two  small 
cups.  Amid  the  rich  aroma 
of  Italian  espresso,  she 
passes  on  a couple  of  tele- 
phone messages  in  flawless 
Italian,  then  leaves  her  boss 
to  talk  about  the  importance 
of  cultural  cross-fertilisation 
for  foreign  businesses  in 

China 

Mr  Donati  is  the  chief  rep- 
resentative in  China  of 
Iveco,  the  truck-making  sub- 
sidiary of  Fiat  and  the  larg- 
est Italian  investor  in  the 
country.  He  has  lived  in  the 
Jlnling  Hotel  in  Nanjing  for 
the  past  11  years  and  is  the 
engineer  of  what  is  arguably 
the  most  ambitious  training 
and  cultural  exchange  pro- 
gramme undertaken  by  any 
European  business  in  the 
People’s  Republic. 

Dispensing  espresso  is 
therefore  more  than  just  the 
eccentricity  of  an  Italian 
abroad.  It  is  part  of  a pattern 
of  Sino-Italian  exchange  that 
he  considers  essential  to  the 
success  of  Iveco  in  China. 

“We  have  tried  to  give  the 
Chinese  the  possibility  to 
understand  our  Industrial 
culture  and  the  opportunity 
to  live  our  social  life,"  says 
Mr  Donati.  Iveco  selected 
nearly  400  Chinese  engineers 
and  workers,  trained  them 
in  Italian  and  transferred 
them  to  Italian  factories  in 
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ON  THE  WEB 


Cash  is  the 
key  to  a 
true  portal 


I 


Goto.com  has 
found  a way  to 
make  searching 
both  easy  and 
profitable  In  itself 

The  word  “portal”,  as  used 
in  the  internet  business  to 
describe  companies  such  as 
Yahoo!,  Lycos  and  Exdte, 
has  become  a misnomer.  It  Is 
normally  applied  to  search 
engines  that  have  turned 
themselves  into  catch-all 
services,  offering  everything 
from  free  e-mail  to  online 
auctions.  Yet  there  is  a 
parados  in  ttw  broadening  of 
their  services. 

For  a portal  is  something 
you  go  through,  and  these 
companies  are  doing 
everything  they  can  to  delay 
your  departure  from  their 
site. 

Goto  .com,  based  in  Los 
Angeles,  claims  by  contrast 
to  be  the  “only  true  portal”. 
Jeffrey  Brewer,  Chief 
executive,  says  his  web  site 
offers  a single,  simple 

service:  internet  searches, 
where  you  type  in  keywords 
and  get  back  a list  of  web 
sites. 

While  other  portals  offer 
search  as  a free  service  but 
make  money  from 
advertising  or  other 
activities,  his  company  has 
found  a way  to  make 
searching  itself  profitable. 
Hare  Is  bow  it  works. 

With  normal  search 
engines,  computer  scientists 
devote  considerable  effort  to 
ranking  the  web  pages  listed 
In  order  of  relevance.  They 
fight  constantly  with  web 
site  owners  who  try  to  seed 
their  web  pages  with  words 
and  phrases  that  anil  fool 
the  search  engines  Into 
placing  them  higher. 


At  Goto.com,  the  principle 
! is  simple.  To  appear  at  the 
top  of  a search  listing,  all  a 
company  has  to  do  is  pay. 
Web  sites  can  bid,  ranging 
upwards  from  1 cent,  for 
each  visit  to  their  site  that  ' 
comes  from  a response  to  a 
specific  Goto.com  search. 

The  company  offering  the 
highest  price  wiH  be  listed 
first,  and  so  on.  If  the  visitor 
doesn’t  dick,  nobody  pays 
anything;  if  no  advertisers 
have  bought  listings,  the 
sites  will  be  shown  in  order 
of  relevance  using 
technology  provided  by 
Inktomi. 

This  may  sound  unfriendly 
to  users.  But  Goto.com’s 
founder.  Bill  Gross  of  the 
incubation  company 
IdeaLab!,  realised  correctly 
that  in  many  cases  the 
company  that  is  willing  to 
pay  most  to  reach  someone 
searching  for  a particular 
word  or  phrase  is  likely  to  be 
precisely  the  company 
offering  them  what  they  are 
looking  for. 

How  does  this  work  in 
practice?  If  you  search  at 
wumsroto.com  for  the  word 
“software",  the  first  site 
listed  will  be  WehAuctton, 
which  pays  Goto.com 
59  cents  each  time  you  click 
on  its  link.  The  highest  offer 
on  “books”  is  38  cents; 
“vacations”  36  cents;  “pom” 
28  cents;  “mutual  funds"  25 
cents;  and  “pensions”  five 
cents.  Mr  Brewer  says  some 
companies  are  willing  to  pay 
S2£3  for  each  visit  resulting 
from  such  searches. 

This  can  be  an  attractive 
business.  A typical  search 
engine  would  be  unlikely  to 
generate  more  than  $200  per 
LOGO  page  views  hy  selling 


search  words. 

Mr  Brewer  reports  that  On 


the  late  1980s. 

“We  tried  to  eliminate  the 
differences  in  style  - how  we 
live  and  how  we  speak.” 

Iveco,  which  Is  now  the 
best-known  name  in  light 
commercial  vehicles  in 
China,  was  one  of  the  first  to 
come  to  the  country  after  it 
opened  to  the  outside  world 
in  the  late  1970s.  Mr  Donati 
came  for  the  first  time  in 
1983  to  start  discussions  ou  a 
contract  to  license  Iveco 
technologies. 

“The  Chinese  wanted  the 
technology.  I said  ‘No’,”  he 
recalls.  “We  will  give  you 
know-how.”  In  1986  Mr  Don- 
ati arranged  for  32  >teifaw«  to 
come  to  Nanjing  to  teach  870 
local  mechanics  and  other 
staff  basic  Italian. 

Then  they  were  all  trans- 
ferred to  Iveoo’s  various  fac- 
tories in  Italy  to  gain  onsite 
technical  expertise  in  bow 
the  trucks  and  vans  were 
assembled,  as  well  as  a sense 
of  the  corporate  and  national 
culture. 

For  Iveco,  more  than  most 
International  automotive 
groups,  such  a substantial 
language  programme  was  a 
necessity.  “At  that  time  we 
bad  a problem  in  how  to 
communicate,”  explains -Mr 
Donati  “The  Chinese  didn’t 
speak  English  and.  in  fact, 
the  Italians  too  didn't  speak 
such  good  English  either.” 

There  were  loftier  reasons 
far  doing  more  than  merely 
handing  over  the  technical 
specifications  on  paper.  “If 
you  wanted  to  plant  a tree  in 
China,  than  you  had  to  cre- 
ate the  ground  for  it  that  we 
had  in  Italy,"  he  explains. 

Critically  there  was  $7m 
(£4 -2m)  in  Italian  govern- 
ment aid  for  the  technical 
training  of  Chinese  people 
available  to  fund  the 
exchange  programme,  as 
weQ  as  $200m  in  soft  loans 
and  export  loans  to  help  the 
Chinese  acquire  the  Iveco 
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technology  and  establish 
their  own  truck  factory. 

Iveco’s  extensive  training 
programme  stands  in  con- 
trast to  standard  practice  at 
many  other  foreign  mannfac- 
turlng  ventures  in  China. 
Often,  overseas  management 
pays  K p service  to  the  impor- 
tance of  training,  language 
teaching  and  cultural 
exchange.  As  a result,  Mr 
Donati  suggests.  Sinn-foreign 
joint  venture  partners  spend 
years  bickering,  jostling  for 

power  and  TnisunderKtenriteg 
each  others’  intentions. 

Indeed  Iveco’s  approach  in 
China  even  stands  out  in 
comparison  with  the  experi- 
ence of  another  arm  of  Fiat, 
namely  the  Piaggio  joint 
venture  making  mopeds  in 
Guangdong 

Recently  Piaggio  has 
slimmed  down  its  expatriate 
presence,  but  it  did  not  make 
the  early  commitment  to 
training  and  exchange  that 
has  been  the  hallmark  of 


Iveco’s  China  development 
instead,  Piaggio  for  a long 
♦iwra  had  15  expensive  expats 
on  site  at  a 450person  plant 
in  Guangdong,  roughly  dou- 
ble the  number  of  Italians 
now  at  Iveco’s  3,000-person 
operation  in  Nanjing. 

The  fostering  of  a “little 
Italy”,  or  at  leak  a little  Ital- 


tunhy  was  available  to  Iveco 
— and  even  Fiat  — Tnnrh  ear- 
lier bad  they  pushed  in  the 
mid-1980s.  It  took  four  years 
from  the  start  of  discussions 
on  Naveco,  the  Iveco  joint 
venture  in  Nanjing,  before  it 
started  production  in  1996  - 
evidence,  according  to  some 
analysts,  oflveco’s  tendency 


*We  have  tried  to  give  the  Chinese 
the  possibility  to  understand 
our  industrial  culture’ 


ian  business  culture,  in 
Nanjing  has  been  the  foun- 
dation, Mr  Donati  says,  for 
Iveco’s  expansion  In  the 
1990s.  In  1992,  the  Chinese 
approached  the  Italian  com- 
pany again  to  discuss  a 
full-scale  manufacturing 
joint  venture. 

Some  industry  observers 
suggest  that  such  an  oppor- 


to  take  longer  than  others  to 
seize  chances  in  China. 

Mr  Donati,  however,  was 
happy  to  have  secured  a 
50-50  joint  venture  at 
a time  when  most  other 
foreign  joint  venture  part- 
ners in  thg  motor  industry 
were  relegated  to  minority 
stakes. 

Iveco  invested  $200m  in 


the  joint  venture,  which  is 
intended  to  produce  60,000 
light  commercial  vehicles 
and  75,000  engines  a year. 
On  an  operating  basis,  the 
plant  made  a profit  in  1997  of 
$25m  and  analysts  expect  it 
could  achieve  nearly  double 
that  for  1996.  But  In  terms  of 
Iveco’s  total  investment,  the 
project  is  expected  to  begin 
to  show  a retain  only  after 
2002. 

For  those  foreign  investors 
who  may  fed  that  is  a long 
wait,  Mr  Donati  plainly  has 
little  patience.  “Nobody  can 
do  business  here  with  a 
short-term  strategy.  You 
have  to  have  a long-term 
strategy."  How  long? 
“Thirty  years,"  he  says 
emphatically. 

Foreign  investors  also 
have  to  be  prepared  to  adapt 
themselves,  as  well  as  train 
their  Chinese  partners. 
“Look  at  the  Vatican... It 
has  adapted  the  liturgy  to 
different  circumstances'." 


says  Mr  Donati,  noting  that 
Roman  Catholics  attend 
Mass  with  an  organ  playing 
in  Rome,  while  in  some  Afri- 
can churches  drums  accom- 
pany the  service. 

“What  does  it  mean  to  be 
an  international  company?  It 
is  a mental  issue:  to  adapt 
your  know-how  to  the  local 
conditions.”  he  says.* 

Mr  Donati  is  happy  to  be 
seen  as  pro- China.  Iveco  is 
developing  special  vans  and 
light  trucks  for  the  police 
and  the  People’s  Liberation 
Army.  He  is  “proud”  that  the 
Chinese  army  crossed  the 
border  to  Hong  Kong  in  1997 
in  Iveco  vehicles. 

Iveco  is  now  looking  at  a 
number  of  new  projects.  The 
company  plans  a fresh  50-50 
joint  venture  in  China  with 
investment  of  up  to  L3Q0bn 
(£l07m>  to  build  buses.  The 
joint  venture  factory  In 
Changzhou  is  intended  to 
produce  &JOOO  buses  a year  at 
frill  capacity.  The  top  man- 
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agement  and  departmental 
heads  at  the  new  joint  ven- 
ture will  undertake  another 
training  programme  in  Italy. 

Iveco  has  also  been  consid- 
ering another  Siom  invest- 
ment in  Nanling  to  expand 
engine  production  to  make 
30.000  units  a year  to  expurt 
to  Brazil.  But  following  the 
devaluation  of  the  Brazilian 
Real  Mr  Donati  says  Iveco 
must  reconsider.  “We  have 
to  see.  Maybe  it  will  not  be 
a problem.  But  it  is  a new 
factor." 

Even  while  Iveco  is 
looking  to  expand  in  China, 
the  number  of  Italians 
employed  in  Nanjing  Is 
shrinking.  At  the  main  plant 
there  are  3.000  workers.  "We 
expatriated  only  a very  few 
people. . There  are  only 
eight."  he  says,  acknowledg- 
ing that  the  financial  con- 
troller comes  from  Iveco. 
“But  day-by-day  that  will 
decrease.  We  are  developixv 
the  local  managers." 
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So  near  and  yet  so  far 


Commercial  opportunities  have  proved  elusive  for  pioneers  of  VR 
on  the  internet.  Geoff  Naim  explains  the  industry’s  difficulties 


H|  At  first  sight,  virtual 
reality  seems  a tech- 
nology  tailor-made 
for  the  fantasy  world  of  the 
internet  Far  many  pioneers 
of  web-based  VR,  however, 
commercial  opportunities 
have  proved  illusory. 

With  the  growth  in  popu- 
larity of  the  internet  the  VR 
Industry  saw  a chance  to 
expand  beyond  its  niches  in 
arcade  games  and  product 
development  and  tap  a vast 
new  consumer  market 

"Growing  VR  penetration 
on  the  desktop,  in  large  part 
driven  by  the  internet  could 
create  a huge  user  base  for 
VR,”  predicted  Ovum,  the 
OK  consultancy,  in  1996. 

Morgan  Stanley,  the 
investment  bank,  predicted 
there  would  be  150m  interac- 
tive web  users  by  2000  and 
the  industry  rushed  to  turn 
web  sites  into  interactive  3D 
worlds.  Intel’s  Mediadome 
web  site  shows  several 
examples  of  the  technology 
including  a virtual  visit  to 
Venice,  a football  simulation 
and  a virtual  art  gallery. 

But  the  market  baa  failed 
to  live  up  to  early  expecta- 
tions. Most  web  sites  see  VR 
as  too  exotic  and  offering 
little  benefit  over  main- 
stream multimedia  tecfanolo- 
giea. 

The  big  names  of  the  inter- 
net industry  have  provided 
lukewarm  support  Microsoft 
and  Sun  Microsystems  are 
working  an  8D  web  technolo- 
gies but  the  projects  have 
yet  to  deliver  commercial 
products. 

The  biggest  setback  came 
this  year  when  Silicon 
Graphics,  the  large  US  com- 
puter manufacturer,  an- 
nounced It  would  abandon 
web-based  VR.  The  company 
was  a leader  in  this  field  and 
helped  unite  previously  frag- 
mented initiatives  around  a 
single  standard,  called  Vir- 
tual Reality  Modelling  Lan- 
guage (VRML). 

But  Silicon  Graphics 
decided  VR  software  was  no 
longer  a core  activity  and 
tried  to  sell  its  VR  division, 
called  Cosmo  Software,  to 
Sony,  another  VR  pioneer. 
This  deal  fell  through  and 
Cosmo  Software  was 


many  Goto.com  pages,  20  per 
cent  of  visitors  dick  the  first 
link  Hated,  9 per  cent  the 
second,  and  5 per  emit  the 
third.  If  the  “dick  through 
rate"  Is  very  high,  the  yield 
may  be  as  much  as  $2  far 
each  page  view;  meaning 
$2flOG  CPM  (cost  per 
thousand  impressions). 

The  service  started  in 
June,  raising  36m  from 
venture  capitalists  inch  wring 
Draper  Fisher  and  IdeaLabl’s 
financing  affiliate.  It 
recently  dosed  a round  of 
financing  in  which  investors 
paid  S20m  for  28  per  emit  of 
the  business.  According  to 
the  latest  figures,  it  is  the 
24th  busiest  site  on  tire  Web, 
and  generates  100m  page 
views  a month.  That  is 
Impressive  in  only  half  a 
year. 

Mr  Brewer  expects  the 
company  to  be  profitable 
within  18  months,  and  Tim 
two  new  weapons.  One  is  an 
affiliates  programme,  by 
which  the  company  has 
signed  up  6.000  partners 
displaying  buttons  pointing 
to  its  site.  Each  visit  earns  a 
partner  2 cents.  Another 
initiative  is  to  offer 
“co-branded"  search 
functions.  Theglobe.com,  a 
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community  she  in  the  US, 
uses  Goto.com  as  a search 
engine  and  revenue  from  the 
clicks  is  shared  between  the 
two  companies. 

The  beauty  of  the  system 
Is  that  because  of  the  way 
that  links  work  in 
Goto  .corn's  search  service, 
the  search  can  be  executed 
entirely  from  the  site  of  this 
or  any  other  partner  without 
interfering  in  Goto.com’s 
ability  to  account  for  clicks 
and  collect  revenue. 

There  is  only  one  apparent 
flaw.  Many  sites  offer 
advertisers  the  ability  to 
target  users  in  particular 
countries:  Goto.com  does 
not  An  e-commerce 
merchant  that  serves  only 
the  US  may  not  wish  to  pay 
for  visitors  from  Africa. 

Mr  Brewer  says  Gotoxom 
will  implement  a 
national-specific  targeting 
i service  at  soma  point  The 
I only  problem  is  that  it  is 
hard  to  see  how  to  do  this 
while  maintaining  the 
openness  of  revealing  to  the 
visitor  the  price  that  has 

been  paid  par  click  Bnt  this 

remains  an  exciting 
business,  and  a clever  Idea 
well-executed. 
timjacksQn@pQboz.com 


acquired  by  Platinum  Tech- 
nology, a big  US  software 
house. 

The  sale  caused  many  VR 
enthusiasts  to  fear  the  worst 
as  Platinum  was  not  a famil- 
iar name  in  the  close-knit  3D 
graphics  community. 
Andrew  Pilipowski,  chief 
executive  of  Platinum, 
insists  he  is  committed  to 
VR  but  will  steer  it  in  a dif- 
ferent direction.  “Platinum 
wants  to  take  VR  out  of 
entertainment  and  into  the 
business  market,"  he  says. 

The  company  piflwc  to  use 
the  VR  technology  it  has 
acquired  to  develop  3D  inter- 
faces for  a range  of  business 
applications  - visualising 
complex  relationships 
between  data  in  databases, 
for  example.  “The  battle- 
ground of  the  future  will  be 


happening  on  the  web  but 
the  technology  has  been  tre- 
mendously over-hyped.”  he 
says.  Superscape  pioneered 
VR  developments  on  the 
internet  and  half  the  compa- 
ny’s revenues  - £4_2m 
($69m)  (€6.07tn)  in  the  1998 
fiscal  year  - now  come  from 
webbased  products. 

Today,  500  web  sites  use 
Superscape’s  proprietary 
Viscape  technology.  A typi- 
cal application  is  the  VR 


‘VR  is  still 
happening  on  the 
web  but  the 
technology  has 
been  over-hyped’ 


Another  problem  has  been 
the  proliferation  of  propri- 
etary standards,  requiring 
users  to  download  several 
players  or  plug-ins.  VRML 
was  meant  to  end  this  confu- 
sion but  the  first  VRML 
products  were  not  as  com- 
patible as  the  industry 
claimed. 

“The  early  days  of  VR  on 
the  web  were  tough  because 
VRML  was  not  working  and 
people  did  not  want  propri- 
etary standards,"  says  Mr 
Chiplin.  “The  market  has 
now  matured  and  people  are 
increasingly  writing  applica- 
tions to  use  VRML." 

Superscape  once  champi- 
oned its  own  technology  as 
superior  to  VRML.  But  it  has 
become  a late  convert. 

The  latest  browsers  have 
VRML  compatibility  built  In 
and  Platinum,  which 
acquired  the  two  leading 
VRML  player  technologies, 


to  user  interface,"  says  Mr  — promises  to  combine  them  in 


FilipowskL 

Computer  Associates,  a 
rival  to  Platinum,  is  also 
working  in  this  area  and 
between  them  they  have 
acquired  five  VR  software 
houses  in  recent  years.  They 
see  more  promise  in  apply- 
ing VR  to  this  new  market  of 
“business  visualisation" 
than  in  creating  virtual 
worlds  an  the  Internet. 

So,  does  VR  still  have  a 
future  in  cyberspace?  John 
Chiplin,  chief  executive  of 
the  small  UK-based  software 
house  Superscape  VR, 
believes  so-  “VR  is  still 


game  on  the  web  site  promo- 
ting I Still  Snow  What  You 
Did  Last  Summer,  a new  film 
from  Sony's  Columbia  Tri- 
Star  division.  The  game 
requires  users  to  first  down- 
load the  Viscape  “plug-in”  - 
a small  program  that  rang 
inside  the  browser  - and 
this  has  been  a big  stumb- 
ling block  in  the  develop- 
ment of  web-based  VR. 

Unless  there  is  a compel- 
ling reason,  most  people  do 
not  bother  downloading  the 
plug-ins  or  more  sophisti- 
cated VR  “players". 


a single  universal  player 
that  will  be  made  freely 
available  early  next  year. 

The  slow  speed  of  the 
internet  remains  a problem 
as  it  limits  the  amount  of 
detail  that  can  be  transmit- 
ted. causing  users  to  com- 
plain that  web-based  virtual 
worlds  are  not  realistic. 

Perhaps  the  biggest  chal- 
lenge affecting  web-based 
VR  lies  not  so  much  in  tech- 
nical shortcomings  as  in  its 
flawed  conception.  The 
industry  has  still  to  demon- 
strate it  has  any  significant 
commercial  application. 


Disappointing  ruSy:  the  VR  industry  has  y«t  to  show  any  significant  business  application  on  th»  web 
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Purchase  or  lease  •’. ' , •'-,  Vv  > ■ ?; 
Netjets  allows  you  to  acquire  a 7y\  :\  *'*;•? 
fractional  interest  for  as  Hcde  as  i/8tft  ‘J 
the  price  of  a M.  aircraft.  Ycta  purchase  3 
or  lease  only  what  you  actu|}ly  nfe^:;:^.;* 
saying  millions  of  dolors  o(^  hill  V‘ 
aircraft  ownership  s^enj<AgjV'H  .;  £' * 
'.  guaranteed  availability,  guanoed  &>sts^ 
..  and  guaranteed  HquMity  jof  ypi&€sseiLV.J 

■ '-  ‘ -,v i Ms -i# 

Own  a Fraction...  Uscta  Fleet 

..  . Astiie  largest  purchaser  d£i#|mess  jet 
aiirraftinthe  worid,jNetje^pffers  .die 
r-  broadest  sefectionof  t light, 

mklsizeand 


juuauwuM  -r  MW  WJM  no  businessand  personal  transportation  can 

As  a Netjets  ownei;  yot*  have ^$5^  • . . . be.  In  Europe  cal&41-4 1-798-1616  for 

&&anteed  access  to  your  aircraft  and  enjoy  supaidr  management  of  . more  information  dr  ro  schedule 


^Management  concerns. 


entire  fleet  to  receive  tire  fastest  .\ ' 'eyery;aspect  of  your  aircraft  with  totally  *.  an  appointment.  In  the  U.S.  call 
l^^onse.and  the  broadest,  coverage  to  predictable  costs  and  no  surprises — all  1-800-82 1-2299. 

S^Kt^our  needs  anywhere  in  the  world:  at  a fraction  of  the  cost  of  a whole  plane. 

*1^w«€3S  can  interd^^  to  different  •’  ' > • . , 

|^^&,types  that  are  best  salted,  your  The  Industry  Leaden 
^^^l^inrements  heM^ahei  iti  tffe  1I.S.  Nenets  offers  the  broadest  selection 

' ; of  the  world’s  finest  aircraft  with  more 

<3ua?%iteed[  Availability,  Guaranteed  choices,.more  service  andsupport  and  flk  » « 

Costs  and  Guaranteed  Liquidity  the  best  financial  options.  , mtkGI ffr  J 

You  are  guaranteed  service  to  more  than  In  the  last  tii3^  ye^^  ?WKjhaye  / ^ 

5000  airports  in  Europe  and  the  U.S.  ..  purcimsedoyd^  i&oftise^  • # — — """ 

with  as  lirde  as  6 hours  notice,  24  hours , business  jet  anxa^wt^dver 
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Trading  places:  PhBp  Dockar  (centra)  in  full  cry  during  hta  days  in  ttw  London  futures  pits 


TECHNOLOGY  STOCK  TRADING 


Shouting  software 
aims  to  be  the  pits 


Peter  John  reports  on  the  development  of  an 
‘in-your-face’  system  designed  to  help  options 
traders  move  to  screen-based  markets 


The  meteoric  performance 
of  shares  in  Vodafone,  the 
UK  mobile  phone  opera- 
tor, has  nothing  to  do  with 
merger  talks  or  a global  rise  in 
telecommunications  shares, 
according  to  Philip  Docker. 

It  is  all  down  to  one  anony- 
mous derivatives  dealer  whose 
recorded  cry  of  “Vowdafown"  in 
a demotic  London  accent  rings 
out  from  two  speakers  every  time 
the  options  contract  is  traded  on- 
screen. The  cyber  call  is  so  popu- 
lar with  traders  at  Uffe.  the  Lon- 
don futures  exchange,  that  they 
tinker  with  the  stock  option  con- 
tract just  to  hear  it,  says  Mr 
Docker. 

Such  voice  alerts  are  the  most 
striking  feature  of  a unique 
options  trading  system  developed 
by  EasyScreen,  a company  cre- 
ated less  than  a year  ago  by  Mr 
Docker  and  Paul  Varcoe,  his  part- 
ner. 

Between  them,  they  have  spent 
more  than  30  years  in  the  mar- 
ket, many  in  the  traditional 
striped-jacket  world  of  London 
futures  pits.  They  now  have  their 
sights  on  Chicago. 

They  have  developed  a front- 
end  system  that  competes  with 
eight  rivals,  including  systems 
from  heavyweights  such  as  Reu- 
ters and  ICV  Datastream. 

In  a nod  to  the  growing  influ- 
ence of  computer  games,  the  sys- 


tem also  has  a “machine  gun" 
button  - known  in  the  trade  as  a 
delta  grabber.  With  two  clicks 
the  trader  can  grab  all  the  avail- 
able prices  within  specified 
parameters  and  can  then  execute 
the  trades. 

Dealers  can  also  use  any  index 
as  a trigger  to  buy  or  sell  expo- 
sure in  the  options  market.  For 
example,  if  the  Dow  Jones  Indus- 
trial Average  reaches  9,000,  a sell 
program  can  kick  in. 

“Before  I went  into  this  my 
only  computer  experience  was 
playing  football  management 
games.  I didn't  even  have  an 
e-mail  address."  says  Mr  Docker. 
"While  a lot  of  people  out  there 
are  probably  not  as  old  as  me, 
they  may  not  be  PC  literate,  so  ( 
thought  we  could  develop  a sys- 
tem with  me  as  a target  user." 

EasyScreen  claims  to  be  the 
conduit  for  60  per  cent  of  stock 
options  volume,  a «mnii  part  of 
the  overall  activity  at  Liffe  but 
the  first  phase  of  the  exchange's 
shift  to  full  electronic  trading. 

The  real  money,  however,  is  in 
futures  contracts,  particularly  in 
the  US.  The  Chicago  Mercantile 
Exchange  has  just  opted  to  trade 
its  Eurodollar  contract  electroni- 
cally. The  contract  is  one  of  the 
biggest  in  the  world,  with  109m 
lots  traded  last  year. 

The  company  already  has  a 
futures  model  ready  and  has  set 


up  an  office  in  Chicago,  hoping  it 
can  make  the  most  of  the  busi- 
ness opportunity. 

The  software  input  for  the 
options  trading  system  came 
from  Mr  Varcoe.  Mr  Docker  had 
spotted  the  former  Salomon 
equity  trader  standing  in  the 
trading  pits  with  a laptop,  and 
discovered  he  had  written  his 
own  risk-management  program. 
The  duo  built  cm  that  to  create 
the  new  system  and  then  per- 
suaded Dealing  Object  Technol- 
ogy, a London  software  company, 
to  develop  it  in  exchange  for  a 25 
per  cent  stake  in  the  company. 

Mr  Varcoe’s  wife  Paula 
recorded  most  of  the  voice  alerts, 
but  the  company  is  starting  to 
offer  customised  models.  One 
dealer  has  Wagner’s  Ride  oj  the 
Valkyries  belting  out  every  time 
an  order  is  filled. 

“We  have  tried  to  recreate  the 
pit  environment,'*  says  Mr 
Docker.  "It's  an  in-your-face  sys- 
tem. You  can  hear  the  action 
going  on."  Traders  who  are  grad- 
ually moving  over  from  the 
faintly  medieval  world  of  pit  trad- 
ing appreciate  the  “comfort  blan- 
ket" of  a system  developed  with 
them  in  mind. 

One  experienced  ex-floor  dealer 
says;  ‘'They  understand  the  needs 
of  the  traders  and  they  have 
taken  on  the  big  boys  and  held 
their  own.  But  they  need  the 
money  to  develop  It  It  is  okay 
when  you  have  two  or  three  guys 
writing  the  system  but  when  you 
need  10  the  money  goes  out  of 
the  window  very  fast" 
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Shumejda  and 
Ratclif  in  the 


driving  seats 
at  Agco 


John  Shumejda.  one  of  the 
original  members  of  the  buyout 
team  at  Agco,  the  US  farm 
equipment  manufacturer,  wifl  be 
the  company's  new  chief 
executive -and  president 
Bob  Ratcflf,  who  took  on  the' 
chief  executive  officer  rote  when 
Jean- Paul  Richard  resigned  after 
Just  nine  months  in  the  job  two 
/Bare  ago,  will  remain  as 
executive  chairman.  At  the  time 
of  Richard’s  abrupt  departure, 
there  was  speculation  that  the 
two  men  had  clashed  over  the 
degree  of  control  that  should  be 
given  to  the  chief  executive, 
although  Agco  Hseif  cfid  not 
comment  In  detail 


Shumejda,  54,  has  already 
been  serving  as  chief  operating 
officer  for  12  months.  He  has  a 
degree  in  automotive  engineering 
from  Western  Michigan  University 
and  previously  worked  for 
Uniroyal  and,  between  1970  and 
1983,  the  former  International 
Harvester  Company.  Agco  is  the 
smallest  of  the  major  US  farm 
equipment  suppliers  with  annual 
sales  of  $3.2bn  hi  1997,  but  has 
a significant  presence  In  Europe, 
tt  b beat  known  for  brand  names 
Massey  Ferguson,  Hasston  and 
Gleaner. 

midTatt,  Chicago 


Whyte  named 
Weir  chief 


Duncan  Whyte  has  been  named 
chief  executive  of  the  Weir 
Group,  the  Scottish-based 
onginearfog  company  that  is  one 
of  the  world’s  leading  pump 
manufacturers.  Whyte,  an 
executive  director  of  Scottish 
Power,  will  take  office  on  June  1. 

He  wfll  succeed  Sir  Ron 
Garrick  who  becomes  chairman 
on  February  1 following  the 
retirement  of  Lord  Weir.  Sir  Ron 
will  be  executive  chairman  until 
the  end  of  the  year  before  going 
non-executive. 

Scottish  Power  said  that 
following  the  departure  of  Whyte, 
who  Is  51,  it  is  making  Charles 
Berry  and  Alan  Richardson 
executive  directors.  Richardson, 
52,  is  to  be  chief  executive  of 
Padficorp  when  Scottish  Power's 


agreed  bid  for  the  US  utility, 
which  it  made  last  month,  has 
obtained  its  regulatory  approvals. 
He  is  currently  managing  director 
of  power  systems. 

Berry,  who  is  46,  is  responsible 
for  electricity  supply  and  wfll  now 
become  executive  director  for 
customer  sales  and  service, 
responsfiole  for  the  energy  supply 
and  retail  businesses. 

Scottish  Power  said  Murray 
Stewart  the  65-year-akf 
non-executive  chairman,  is  to 

stay  in  office  until  the  Padficorp 
deal  is  completed,  instead  of 
retiring  at  the  1999  annual 
meeting  In  July,  as  previously 
announced. 

Whyte  joined  the  then  South  of 
Scotland  Electricity  Board  in 
1988  as  finance  director  and 
took  Scottish  Power  to  flotation 
in  1991.  He  is  currently  executive 
director  for  muttMJtBity  activities, 
supervising  Scottish  Power’s 
capacity  to  supply  electricity, 
gas,  water  and 

telecommunications,  as  well  as 
befog  chairman  of  Manweb, 
which  Scottish  Power  bought  fo 
1995. 

Urrtfl  he  leaves  for  Weir  Group 
he  win  concentrate  on  the 
regulatory  reviews  that  affect 
Scottish  Power. 

James  Buxton,  Edinburgh 


Hosier  leaves 
Sanwa  for  BCI 


Ian  Hosier  Is  to  become  head  of 
aerospace  finance  at  Banca 
Commerdale  ItaHana  His  move 
is  part  of  BCTs  acquisition  of 
about  $90Qm  In  European 
aerospace  finance  business  from 
Sanwa  Bank,  of  whose  London 


Potter:  fotudar  leaving  Esprit 


branch  Hosier  is  deputy  general 
manager  and  head  of  structured 
finance.  Along  with  other 
Japanese  banks,  Sanwa  is 

reducing  its  International 

exposure,  ft  will  retain  about 
S200m  of  European  aerospace 
finance  assets.  • 

Clay  Harris,  London 


Streamlining  at 
Den  norske 


Den  norske  Bank.  Norway’s 
largest,  is  to  streamline  Its 
organisation  to  five  from  S9*en 
units  and  enlarge  its 
management  team  to  Improve  its 
competitive  position. 

The  restructuring,  the  first 
under  Svaki  Assess  four-month 
tenure  as  chief  executive,  comes 
at  a time  of  consolidation  in  the 
Nordic  financial  sector  and  as 
Norway’s  government  prepares 
to  reduce  its  52  per  cent 
shareholding  in  the  company  this 
year  to  as  low  as  a third. 

Under  the  new  organisation  the 
group  will  merge  Its  marketing 
divisions  for  retell  and  corporate 
customers,  while  creating  new 
business  areas  for  savings  and 
financial  services,  as  wall  as 
large  busfness  and  shipping 
customers. 

The  restructuring  means  the 
company  will  not  be  replacing 
John  Ghrerftoft,  the  chief  financial 
officer  who  resigned  earlier  this 
month.  Tom  Grondahi,  leader  of 
group  staff,  will  take  over  his 
responsibilities. 

Valeria  Sk&kJ,  Oak) 


Potter  to  form 


investment  group 


Michael  Potter,  one  of  the 
founders  of  Esprit  Telecom,  the 
test-growing  European 
telecommunications  company 
acquired  last  month  by  GTS  of 
the  US,  is  leaving  to  establish  a 
high-technology  venture  capital 
firm. 

Potter,  who  remains  president 
and  vice-chairman,  until  the  end 
of  February,  helped  found  Esprit 
In  1991  realising  there  would  be 
rich  rewards  for  operators  agile 
enough  to  take  advantage  of  the 
soon-to-be- liberalised  European 
telecoms  markets. 

Esprit  was  set  up  In  the  UK 
where  liberalisation  preceded  the 
rest  of  Europe  by  several  years. . 
The  company  now  has  sales 
offices  and  points  of  presence  in 


more  than  30  European  cities 
and  is  building  a 9,000km  (5,600 
mDe)  fibre  optic  network  using 
ihe  mast  advanced  networking 
and  transmission  technologies. 

Potter,  rnfld  mannered  by 
nature,  is- nevertheless  well 
known  for  trenchant  attacks  on 

the  behaviour  of  incumbent 
operators  whom  he  accused  of 
bendfog  and  breaking 
competition  niesto  delay  and 
disadvantage  newcomers. 
Achieving  a level  playing  field  in 
Europe  has  been  one  of  his 
principal  ambitions. 

He  now  intends  to  form  an 
investment  group,  Paradigm  * 
Ventures,  to  focus  on  European 
high-technology  projects. 

Alan  Cana,  London 


I 


Moving 

places 


• Brazil's  finance  ministry  has 
appointed  economist  Andrea  - 
Sandro  Calabi  president  of 
Banco  do  Brasil,  replacing  Paulo 
Cesar  Xlmenes. 

• Hitachi  vice-president  ' 
EteuhBco  Shoyama  steps  up  to 
replace  Tsutomii  Kanal  as 
president  in  April.  Kanal  wffl 
become  company  chairman. 

• The  Vienna  Stock  Exchange 
has  appointed  Erteh  ObersMnar 
as  Its  Joint  chairman.  Obaratofoer, 
33,  was  previously  responsible 
for  Raiffeisen  ZentrafoanK's 
investment  banking  operations  in 
Its  branches  and  subsidiaries.  He 
succeeds  Christian  Imo. 

• Frangote  Btanchfrrs  has  been 
appointed  chief  executive  of 
DMB&B  Paris.  Blanch  fra.  39, 
Joins  from  Euro  RSCG/QBHR 
where  he  was  chief  executive. 

• Rolf  Stem  berg  has  been 
appointed  non-executive 
chairman  of  UniPoiy,  the  polymer 
manufacturer  formed  from  the 
management  buy-out  of  the . 
British  Industrial  conglomerate 
BTR  In  1997.  Sternberg  was  a 
main  board  director  of  BP  and 
the  chief  executive  of  BP  OR  - 
International  until  he  retired  at 
the  end  of  1997  after  27  years 
with  BP-  He  is  chairman  or 
non-executive  director  of  a 
number  of  companies  In  Europe. 

• Girard  Delaforge  has  been 
promoted  to  the  executive 
committee  of  Credit  Agricole 
Indosuez,  the  French  bank. 


People  on  the  Move  Is  octitodby 
Use  Wood.  Fax  00  44171  873 
3928. 


BUSINESSES  FOR  SALE 


BUSINESS  OPPORTUNITIES 


Planned  Retirement  Sale 

Hydraulics  Company 


M»  company,  which  provides  a eemprelMOdve,  quaflty 
service  In  EartAngla  produces  net  proflb  of 
approx.  B200k  prior  lo  lemuneKAng  «e  proprietor*. 


The  company  hoWs  good  cflstittjutonhfos  and  Its  refurbishment 
ociWWes  are  growing.  R has  a wWe  customer  base  and  is  not 
over-dependent  an  any  sin0e  customer  or  grex«s  of  customers. 
The  Business  has  been  btet  up  and  is  operated  an  the  baste  of 
raxKS  management.  The  proprietors  am  applying  thk  approach 
to  their  plans  far  retirement.  They  foresee  that  the  new  proprietor 
may  wish  to  be  guaranteed  a handover  period  of  peater  than 
normal  length.  Whle  they  would  be  hteapy  to  effect  a safe  with 
frnmedats  retirement,  they  are  vrittng  to  consider  undertaking 
the  management  fa  the  new  proprietor  fa  an  a^eed  period, 
further  detail  cm  avcSahle  from  Messrs.  Clark  A AhocUm 
24  Rr  Drive,  Canberiey,  Surrey  GUT7  MU 
Prindpottonty,  pteare 


READERS  ARE  MCOMMBUD  TO  SEEK  APPROPRIATE  PROFEMONNL 
APMCE  BEFORE  BVTHEWO  WTO  CO—miTm 


BUSINESS  SERVICES 


I bare  aoM  a bodes  and  kmc  op 
to  £5Mk  to  knot  k canpeay  er 
venture  with  |»od  praspccti. 
Mot  be  bMd  la  Lmiaa/&E  end 
require  hiTotvancsL 
CauUnfildtor 
letrodacfiom. 


Pfcree  coataci  Gerald  Edriaa  ACS 
tAwt— tl 
MHrrirySm® 

London  WIN  ZBK 
Ref:  CRB/DM 
ar(a*ai7M91  0917 


SHEET  METAL  PRODUCTS  MANUFACTURER 
FOR  SALE 

YELLOWPATTER  LIMITED 
ON  ADMINISTRATIVE  RECEIVERSHIP) 


The  Joint  Admimtntta  Fteatven  offer  tor  sate  the  business  and  assets  of 
YUowpatterUmad 

♦ iTuriutactun!  of  short  ratal  products  with  furrow  of  ow  £4  miMon 

♦ Wua  chip  ctsnt  basa  vntfi  tons  term  supply  contract 

♦ modem  up  to  data  plant  wffli  spadaftst  appBcatms 

♦ Bpewnard  specialist  workforce 

♦ leasehold  prarnius  in  West  Sussex  and  Ld  coster 

♦ flood  order  and  enquiry  hook 


ta  Bettor  debar  coatece 

fen  StMfsvtan  Oillan  ar  HBboj  fensny. 
BRBHnst.  UOHgfiSK*  E0m  Stir*  TWO  SQV 
Ttt:  01734 4SSSB1 
Far  01784490534 
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W We  act  for  a growth  W 
niche  hotel  group  with  ^ 
strong  performance  fo  seek 
equity  a mezzanine  finance 
for  expansion. 

Lot  size  from  Etm-£Sm 
Prtnepeb  only  lalaphone 
Wtggteeworth  Rantflea 
Chartered  Accountant* 
(Ref  OR) 
Telephone 

k 01977690886  A 


Retired  Chairman/ 
Chief  Executive 

of  listed  PLC  mature  energetic 
stable,  seeks  cbalksgng  part 
time  position  of  responsibility. 
Funds  can  be  obtained 
in  suiuUe  cases. 

Derrick  Coew 


London  NWS  6DB 


Do  you  have  monies  managed  In  Swftzartand?  Am  you  patting  first  rate 
parkxnmc*  and  sank*  from  your  atMaon?  An  your  funds  In  good 
hands?  Has  bank  restructuring  left  you  feeBng  lost  and  stranded  wftf? 
unknown  managers?  Do  you  draw  a blank  when  you  caB  your  bank? 
tf  bo,  the  consultancy  and  representational  services  of The  Rhone 
Group  GmbH  con  help  you.  Wo  assist  in  the  selection  of  bankers  and 
porifoBo  managers  and  provide  conaoOdatfon  and  monitoring  reports. 
We  provide  a bespoleo  facility  to  assist  cOente  living  outside  Switzerland. 
If  Ha  Mepsndont  servtos  la  of  Wereot  to  you,  please  contact  our  CBent 
Service  Manager  tar  funherWormoifon.  We  do  not  handle  diants'  manfee. 


THE  RHONE  GROUP  GMBH 


Rue  de  Candrier  IS 
1201  Genova  1 
Switzerland 

TW/Roc  441 22  362  0121 
E-math  rhonegroupOaol.com 
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New 

Lower  Rates! 


IN  THE  HKM  COURT  OF  JUSTICE 
CHANCERY  DIVISION 
COMPANIES  COURT 


IN  THE  MATTER  Of 
COSWOBTH  RACING  LIMITED 


Li: 

t 


IN  THE  MATTER  OF 
THE  COMPANIES  ACTUM 


Detailed  Cmmny  Searches 


0K  *fy 


FRANCHISING 


r FRENCH  ANTIQUE  ^ 
FURNITURE  RETAILER 

Character  ibounura  in  excellent 
Welsh  Market  Town. 

Home  urtd  Export  Mortar. 

Rare  opportunity. 

Writ  mmrrkrd.  ucrentU  ci'ncrpL 
Turnover- £156fc. 

Gross  Profit  £92k 


BUSINESS! 

SALE  REPORT 


of  medium  to  large"1 


Contact  Rirrcdl  Heath  Acctwmjtm 
L.  MtOWfr  773000  for  dwtb  A 


, — tl to  the  UK  ana  Eun&e> 
fl/o  OnA  Plw  acquisitions,  tar 
onf  tf  URrecmnims.  tax 
^nwrcntmaqr  ter  sate  entries  wry  mortfi. 
For  subscription  details: 

0X81-875  0200 
or 

wrmxytsjKt/iHr 


We  want  your 
business. 


L5i 


i UK  registered  companies  Britisher  Foreign.  " 
An  absolute  wfcaJth 
of  tnformatkxi.  Corporate  Structures, 
atseetmts  pete  and  present.  Listed  companies  Stock  Market  reports 
tnrioded.  30  minute  service. 


TE.  0151 236  STB 


Do  you  just 
want  to  make 
a living? 


Instant  Activation  . 
HoerOptic  Networks 
Itemized  6-Second  B3fog 
ideal  for  Home,  Office 
ffotafa  and  JMomb  Phones 


Agent  Impriffes  Invited 

Tel:  1 306378 J2830 
Fax:  13063783831 


41 7 Second  Avenue  West 
Seattle,  WA  98119  USA 
wvnKhlBudexom 
Email:  inbablRudcxtm 


Nonce  E HEREBY  arVENtanhcOriet 
of  the  High  Coart  oTJoeloe  (Cfeocery 
Di virion)  deled  20th  Jwietiy  1999 
cmfinniag  ihc  reduction  «f  the  caphal  of  tee 
ita«c  (oaned  Conpoy  Iran  OWB3OT  m 
aa^oLoro^ifetaraaro'DvcdivdK 
Cnan  showios  wftk  mpect  w dw  apm  of 
Uk  Company  as  altered  -the  K*srst 
pmkolan  reqabed  by  the  rimvoaeeioaed 
Act  were  ref Iwered  by  the  Refbtnr  of 
Corepascs  co  26th  Iunry  1999. 

DATED  tti*  2nd  day  of  FcfcnUfy  1W . 

Lovell  Wbne  Durrani 

OSHcdboniVWoa 
Loodoa  EC1A2DY 


Sriknen  far  the  ri»ve  maBtotnl  Caapeiy 


BUSINESSES  WANTED 


Or  build 
a future? 


the  Of*  blood  of 


Print,  Copying  & Design 
•very  business. 

And  as  an  owner  of  a kali  Kwtic  Centre  you  wfll  have 
the  perfect  Introduction  to  all  those  businesses. 

So  if  you  have  £45,000  to  Invest;  the  abffity  to  manege 
yow-  own  team  and  enjoy  dealing  wtth  customers, 
call  us  for  an  information  pack  quoting  pyifl 


FREEPHONE  0560  >72060 


i&nfaik 


PRINT  COPY  BCJlGI 


Sprdribt  NohnlnDy  afaNriri 
mainrihctarbv  bi 


by  ger  aUeat  who  wa  pwritudy 
MB  of  a poUBa  eaerpaap. 
fetes  ahouMba  ef  the  enter  offito 
E10  trdlUan  and  tha  bnrioaaa  abonld 
prriisraUy  ba  materials  based  eflii  a 
product  xangB.  but  any  eoodtbo 

opportunity  would  be 


tasa*  npiyto  H Paints-  mt 
Doustar  IW«  Soiiesnc  latgr. 
dSamnwe  Rhtt.  nWraidwy 
vmilLB 


CONTRACTS  & TENDERS 


",orc  on  CUssified  HrKincv*.  A<h«rtWnK  hi  the  FT 

[)K'.rv«  cjli: 

Tel:  +44  171  S73  3549  Fa.^  *44  1 71  873  3064 


dynamic  recession-proof  executive  business 


B jCThaa^teiiWnbaibjiWwdwgtapMAr  your  mpmmMfctMBiwr  flea  baa  III!  >1 
hefea  beanfei  an liiaumnat  —fen  hiisefemtaid  me— fefcfe  iiil.l 

Oetrodlig  taeom  Pstadal 

te**|pi  efeSMqer  dwoonre  byesrtn 
Oraandtoi  1»*9  MtaaOduilw  Bmlten  Syiten 

PteWwd  nben  ad  emu  h da 
tannrsw  ta  lenyora  sxbo.  tadfe«£tR»U)+ 


IpwdraceaBinNbii 


auditei  01962  863915 

■ _]  * » • 55^20  <3r  -j-;T|;jC  siifr, . 


EAST  BIDING  OF  YORKSHIRE  COUNCIL 

Private  Enancc  Lritiatk-Groi^Sdo^ 

The  Eat  Rttfing  of  Ytirfalrire  CooncD  is  proposing  u undertake  ao 
tatoabe  refarnshman  tad  enensoa  a six  sdioob  in  BridBograa 
trader  the  Private  Hruoce  Lnatm.  The  Council  is  seeking 
aqmtsioos  of  imoest  id  desgn,  buld,  finance  and  operate  acbdmg 
maintenance  and  farilmrs  mamgement  for  a groupedi schools  project 
in  BndEngton.  The  project  abo  todudes  anew  build  dual  use 
Hxary  It  is  wesendy  airocqwted  that  die  conatrucrioo  phase  wiU  be 
conjpkwd  ■wiffim  a period  eutfing  in  December  2QQ1. 

This  prpjea  has  been  notified  to  the  Official  Joonnl  of  the 

European  Cotnnmnity  and  has  received  outfinc  ipproval  co  pnxeed 

» rrl  precotemeiu  from  HMTreasur  and  the  Department  for 
Educaooa  and  Employment 

TheCaunl  rcsera  die  r^it  not  to  award  die  ccatnaa  and  to 
roam  other  atniiar  and  idacdaanices  to  AesoceesifalconiiaCTte 
AD  ponies  wishing  so  ezpress  so  sneresi  dxnild  sdunit  a wrinen 

repxww  dut  of ’ftskdure  Ccundl  fa-tte  attmaa  o£ 

MrN  naocn,  Socatoi;  iHnxtar  of  Law  & AdmiaistiaJon,  Hast 


dc  sent  a pre- 

<¥anhrirwa<pestK>niaucaadpidmmaiy  iDfoemgocpmemo,tiie 
Veswanutre  to  be  xeanaed  by  5pm  on  5 March  !9». 


TENDER 


EAST  RIDING 


OF  YORKSHIRE  COUNCIL 


West  Midlands  Pension  Fund 
Corporate  Governance  — 
Voting  Service 


Tenders  are  invited  for  provision  of  the 
above  service  far  an  initial  4 year 
period  ccomeneittg-  1.4.1999. 
Closing  date  for  receipt  of 
tenders  26.2.1999. 


Further-  details  and  requests 
to  tender  frao: 
Director  of  Finance, 
Civic  Centre, 

St  Peter  a Square, 
Wolverhampton  WV1  1RL 

Tel:  01902  S54500 
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Saint,  husband  and  public  enemy 


CONCERT  HAITINK/LPO 


William  Packer  is  delighted  by  a collection  showing  Charles  1, 
who  was  executed  350  years  ago,  as  all  these  and  more 
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On  January-  30,  350  years 
ago.  at  about  two  in  the 
{ afternoon,  Charles  Stuart 
faking  of  England  and  Scot- 
'*  land,  met  his  death  on  the 
warrant  of  Cromwell  and  his 
parliament  before  a silent 
crowd  in  Whitehall.  Wearing 
several  shirts  against  shiver 
ing  in  the  cold,  he  stepped 
through  a window  of  the 
Banqueting  House,  on  to  the 
black-draped  scaffold  out- 
side. Hating  spoken  briefly 
to  his  people,  and  scornful  of 
the  ropes  and  pulleys  pro- 
vided  against  his  possible 
resistance,  “mildly  praying 
to  himself,  he  stooped  down 
to  the  Block,  as  to  a Prayer 
Desk,  and  most  humbly 
bowed  his  generous  Neck  to 
God.  to  be  cut  off  by  the 
Vizard  ed  Executioner,  which 
was  suddenly  done  at  one 
Blow.  Thus  fell  King 


but  nonetheless  far-reaching 
parliamentary  reform,  these 
unhappy  precedents  might 
give  us  pause. 

The  head  that  fell  that 
frosty  afternoon  remains  one 
of  the  most  familiar  Icons  in 
British  history  and  art.  with 
its  long  hair  and  pointed 
beard  and  quiet,  melancholy 


and,  of  course,  Van  Dyck.  To 
see  Van  Dyck’s  definitive  tri- 
ple study  of  the  royal  head 
(two  profiles  and  foil-face)  - 
sent  to  Rome  as  a reference 
for  Bernini,  from  which  he 
carved  the  marble  bust  that 
was  subsequently  destroyed 
in  a Whitehall  fire  of  1698  - 
alongside  a putative  copy  of 


gaze  - from  before  the  age  of  that  lost  original  is  to  enjoy 
photography,  only  Henry  a frisson  of  comparison  that 


VDl  and  Elizabeth  I can  have 
been  as'  immgrffafaiy  recog- 
nisable. The  point  of  the 
exhibition  now  at  the 
Queen’s  Gallery,  which 
marks  this  notable  anniver- 
sary, is  to  examine  quite 
how  it  was  that  King 
Charles’s  image  came  to.  be 
so  fixed,  even  in  his  own 
time,  in  the  general  con- 
sciousness. 

It  falls  naturally  into  two 
parts.  First,  there  is  early 
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The  head  that  fell  that  frosty 
afternoon  remains  one  of  the  most 
familiar  icons  in  British  history.  Only 
Henry  VIII  and  Elizabeth  I could  have 
been  as  immediately  recognisable 
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Charles,”  says  the  Black 
Memorial  broadsheet,  pub- 
lished soon  after,  “and  thus 
all  Britain  with  him.1' 

Even  the  parliamentarians 
were  awed  by  what  had  been 
done.  “He  nothing  common 
did  or  mean /Upon  that  mem- 
orable scene”  wrote  the  poet 
Marvell:  “This  was  the  mem- 
orable hour/Whlch  first 
assured  the  forced  power.” 
The  Cromwellian  project, 
after  all,  was  hardly  a suc- 
cess, ending  as  it  did  in  the 
dictatorship  of  the  lord  pro- 
tector. free  of  Commons  as 
well  as  Lords.  In  a moment 
now  of  not  quite  so  violent 


celebrity  as  Prince  of  Wales, 
the  young  king  and  his 
dynastic  but  happy  marriage 
to  Henrietta  Maria  of 
France,  and  the  conven- 
tional glorification  of  the 
royal  house  through  the 
1680s  and  the  period  of  his 
personal  rule.  Then  comes 
the  Civil  War  propaganda, 
the  confinement  of  the  king, 
moving  to  trial  and  execu- 
tion and  the  emergence  of 
the  cult  of  the  martyr  king. 

The  material  is  drawn 
entirely  from  the  royal  col- 
lections,  centred  on  the  work 
of  foe  principal  court  artists, 
such  as  Mytens  and  Dobson, 


is  quite  new,  for  these  things 
have  never  before  been 
shown  together. 

Across  the  room  are 
another  two  unfamiliar  but 
important  busts,  one  a plas- 
ter by  an  unknown  artist,, 
which,  though  loose  in  the 
modelling  of  the  shoulders, 
has  a direct  and  highly  per* 
sonal  quality.  The  other,  the 
finest  of  the  three,  was  made 
in  London  in  the  1630s  by 
the  French  sculptor,  le 
Sueur,  a regally  hieratic 
image  which,  in  its  less 
refined  but  effective  public 
version,  sits  amid  the  traffic 
df  Trafalgar  Square. 

But  it  is  the  context  in 
which  the  works  are  placed 
that  gives  the  exhibition  its 
savour,  a context  supplied 
by  a rich  trove  of  documen- 
tary material,  popular 
prints,  books,  medals,  broad- 
sheets and  polemical  tracts. 
The  prints  especially  are  of  a 
remarkable  quality,  as 
though  fresh  off  the  press. 
Here  are  a rare  pair  erf1  the 
then  prince  and  his  prospec- 
tive bride;  here  the  devoted 
king  with  his  queen,  Hen- 
rietta Marla,  after  the  Van 
Dyck  double  portrait;  the 
king  on  horseback,  agmn 
after  Van  Dyck;  and  again, 
but  with  the  head  of  Crom- 
well substituted  for  that  of 
the  king. 

The  exhibition  works  at 
several  levels:  as  a study  of 
printmaking  in  the  early 
17th  century,  as  social  docu- 
mentary, propagandising  the 


Fine  Mahler 
that  drew  in 
the  crowds 


A supreme  confidence  in  the  nobRy  of  kingship:  Charles  I by  Defff  after  Mytens  (1628) 


royal  image,  the  subversive 
role  of  the  broadsheet,  the 
spread  of  political  opposi- 
tion; and  an  analysis  of  the 
cult  of  the  martyr,  the  most 
subversive  ploy  of  alL 
But  ultimately  it  is  the 
sense  Of  the  man  himself,  as 
a man  of  his  pomp  and  his 
predicament  that  commands 
tins  show,  whether  as  king, 
husband,  public  enemy,  or 
sauted  victim.  The  familiar 


Van  Dyck  image  bolds  cen- 
tre-stage, but  perhaps  two 
others,  less  weU  known,  set 


Bower  shows  the  king  sit- 
ting at  his  trial  at  Westmin- 
ster, in  his  tali  hat  his  Gar- 


this  truer  tone.  They  are  .ter  star  defiantly  on  his  arm. 


both  of  the  1640s,  the  times 
of  his  troubles:  William  Dob- 
son, painter  at  court  in  its 
wartime  exile  at  Oxford, 
shows  the  king  as  he  was  in 
the  most  direct  terms, 
human  observation  but  with- 
out flattery  of  a sad  and 
troubled  man;  and  Edward 


now  remote  and  calm  in  res- 
ignation to  his  fate. 


The  King’s  Head  - Charles  I, 
IQng  and  Martyr  The  Queen’s 
Gallery,  Buckingham  Palace, 
London  SW1,  until  May  3; 
arranged  and  supported  by  The 
Royal  Collections  Trust 


Yet  again,  last  month,  the 
Royal  Festival  Hall  was  sold 
out  for  a Mahler 
performance  by  a fine 
conductor  and  a crack 
orchestra:  respectively  the 
Ninth  Symphony  (and  only 
that,  without  any 
preliminary  filler),  Bernard 
Haitink  and  the  London 
Philharmonic.  It's  a good 
long  while  since  I saw  so 
long  a queue,  of  all  ages  - 
well,  from  about  18  up  - 
and  dress-styles,  pleading 
for  tickets  at  the  windows. 

On  box-office  criteria, 
current  audiences  seem  to 
agree  with  the  conductor 
Ben  Zander  that  Mahler  was 
an  even  greater  symphonist 
than  Beethoven.  Though 
they  really  aren't 
comparable:  Beethoven 
could  scarcely  have 
imagined  the  virtuoso 
modern  orchestras  from 
whom  the  conductor- 
composer  Mahler  demanded 
so  much,  and  it  would  be 
vacuous  to  speculate 
whether  a “Mahler”  born 
earlier  could  have  achieved 
more  than  Beethoven,  with 
his  non-virtuoso  bands  and 
his  narrower,  “classical” 
harmonic  palette. 

What  is  certain,  however, 
is  that  live  symphonic 
Mahler  now  generally 
outsells  Beethoven  - even 
the  “Choral”  symphony, 
except  when  it  boasts  very 
famous  soloists.  And 
Haitink’s  scrupulous 
account  of  the  Mahler  Ninth 
certainly  gave  satisfaction 
this  time:  finely  prepared, 
beautifully  executed. 

It  was  a pretty  selfless 
account,  unlike  some 
famous  others.  There  was 
little  of  Leonard  Bernstein’s 


wicked  mischief  in  the 
handler  movement,  for 
example,  nor  any  gross 
violence  In  the 
Rondo-Bnrle&ke  (taken 
brilliantly  fast);  and  I have 
never  heard  a steadier 
tempo  maintained  in  the 
great  Adagio  - no  molto 
espressivo  swoops  or  dips. 
Haitink  probably  believes 
that  the  notes  staonld  speak 
for  themselves,  as  they  did. 

From  where  I sat,  halfway 

Mahler  generally 
out-sells 

Beethoven  - even 
the  “Choral” 
symphony 


back  in  stalls  left,  there  was 
a balance  problem:  probably 
just  a trick  of  the  acoustics, 
but  vexing.  Whenever  the 
excellent  trombones  or 
horns,  or  even  a solo  horn, 
played  without  mutes,  the 
violins  were  just  swallowed 
up.  The  falling  second  that 
haunts  the  score,  especially 
in  the  first  movement, 
became  a lethal  threat  to  the 
thematic  fabric. 

Newcomers  to  the 
symphony,  if  they  were 
sitting  near  me,  must  often 
have  lost  the  thread.  Since 
Haitink  is  a master  of 
orchestral  balance,  an 
acoustic  gremlin  must  be 
blamed.  A pity;  but  it  was 
still  an  admirable 
performance. 


David  Murray 


Self-serving  struggle  of 
*the  men  from  the  ministry 
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Thtttre  de  Is  Goffloe, Paris 


The  eight-yeankog  Algerian 
war  of  Independence 
remains  an  eminently  pain- 
ful aud  unhealed  trauma  in 
modem  French  history, 
randy  if  ever  documented  on 
television  and  virtually 
taboo  in  the  cinema  and 
theatre.  But  It  did  inspire 
Jenu  Genet’s  La  paraoaas, 
which  was  published  in  1961 
just  before  Algerian  indepen- 
dence and  first  performed 
five  years  later. 

Michel  Vinaver's  excellent 
Lcs  huissiers  (“The  ushers”), 
on  the  other  hand,  written  in 
19fi7  during  the  early  stages 
of  the  war.  is  less  brutal  in 
its  action  and  vocabulary 
and  far  mare  incisively  criti- 
cal of  France's  political  elite. 
But  it  frightened  off  every 
director  in  sight, 

It  was  not  performed  until 
1980.  in  Lyons,  and  is  only 
now  having  its  first  Paris 
run.  until  February  28,  at 
the  Theatre  de  la  Col  line, 


which  specialises  in  young 
and  avant-garde  writing. 

Staged  by  the  theatre’s 
director,  Alain  Francon.  Les 
huissiers  has  been  partly 
rewritten.  Vinaver  has  pared 
down  the  political  speech- 


play  Jean-Pa  ul  Sartre  might 
have  written  had  he  been 
blessed  with  a-  sense  of 
humour.  It  pitches  the'  petti- 
ness of  political  manoeu- 
vring in  France's  fragile 
Fourth  Republic  against  suf- 


mafcing  and  restored  the  real  faring  it  cannot  comprehend 
names  of  political  parties  he  and  ordinary  human  joys  it 


originally  concealed  behind 
pseudonyms. 

The  play  has  spotlighted 
both  Vinaver,  aged  72,  who 
was  little  known  outside 
theatrical  circles,  and  his 


Th&  Algerian  war 
of  independence 
is  virtually  taboo 
in  French  cinema 
and  theatre 


unusual  double  career:  far 
from  being  a bohemian  out- 
sider like  Genet,  the  play- 
wright was,  for  30  years,  a 
senior  executive  with  Gil- 
lette under  his  real  name, 
Michel  Grinberg. 

Les  huissiers  is  the  sort  of 


prefers  to  Ignore. 

Amid  the  self-serving  cir- 
cles of  Parisian  ministries, 
the  Algerian  war  is  per- 
ceived primarily  as  an  obsta- 
cle to  career  advancement 

The  five  ushers  of  the  title 
- the  tail-coated,  chain  of 
office-bearing  civil  servants, 
omnipresent  in  French  min- 
istries - fans  a chores,  com- 
menting on  their  masters* 
political  scheming  and  their 
own  day-to-day  concerns, 
from  births  to  pension 
schemes  and  holidays. 

Genet  actually  put  fighting 
between  Algerians  and 
Legion aires  on  the  stage. 
Here,  the  conflict  is  far 
away.  Sts  horror  Is  evoked 
simply,  and  an  the  more 
powerfully,  by  reports  of  a 
massacre  that  the  French 
army  has  allowed  to  take 
place. 

The  suffering  is  embodied 


In  chains:  the  five  usheis  form  a chorus  to  comment  on  their  masters'  scheming 


in  the  distraught  endow  of  a 
French  officer,  who  comes 
for  help  to  his  childhood 
friend,  Paidoux,  the  minister 
of  defence.  He.  by  way  of 
comfort,  can  only  offer 
heartless  political  smooth 
talk,  and  propose  an  inap- 
propriate job. 

Vinaver  throws  everything 
into  even  grimmer  relief  by 
describing  the  government's 
parallel  struggle  to  appease 
the  nation's  hairdressers. 


who  are  lobbying  for  action 
against  the  latest  mode  for 
short  hair  among  women. 

All  sorts  of  solutions, 
including  pressuring  fashion 
magazines  to  promote  elabo- 
rate feminine  hair  decora- 
tion - comprising  every- 
thing from  model  boats  to 
birds  - are  envisaged  and 
worked  over.  The  minister’s 
secretary.  Mademoiselle 
Sim&ne,  is  even  made  to 
wear  one. 


A young  disgraced  radical 
socialist  d&puti,  meanwhile, 
finally  secures  both  his  and 
Paidoux's  political  salvation 
by  suggesting  the  launch  of 
a lotion,  prettily  described  as 
an  "ondulation  masculine ”, 
concocted  to  add  a pleasing 
wave  to  men’s  hair.  The  gov- 
ernment is  at  last  safe. 

Vinaver  says  that  work 
with  Gillette  kept  him  enjoy- 
ably  in  contact  with 
day-to-day  reality.  His  writ- 


ing. meanwhile,  remained 
close  to  the  bone. 

His  failure  to  stage  a sec- 
ond controversial  political 
play,  IpMgfrrie  Hotel  written 
in  1958  about  General  De 
Gaulle’s  return  to  power 
that  year,  put  him  off  writ- 
ing for  10  years. 

Then  Par-dessus  bord  of 
1969,  concerning  a family 
firm  of  lavatory  paper  manu- 
facturers bought  out  by  a 
multinational,  helped  abbre- 


Laurendne  Lot 

viate  his  career  with  Gil- 
lette. 

With  his  latest  work.  King, 
commissioned  by  Francon, 
due  to  open  next  month,  he 
has  put  his  former  career  to 
even  better  use,  dramatising 
the  extraordinary  story  of 
the  razor  company's  utopian 
founder,  King  C.  Gillette. 

Tbs  huissnrs,l  until  February 
28;  aid  ‘King’,  March  11 -April 
25,  Thtttre  de  la  CotQne,  Parte 


INTERNATIONAL 


Arts 


^ t; : TV. 


AMSTERDAM 

OPERA 

Netherlands  Opera,  Hat 
Muztokthutar 
Te/:  31-20-551 .8911 
Carmen:  by  Bizet  New  staging  ■ 
by  Andress  Homokl,  conducted 
by  Edo  de  Waart  The  designs 
aie  by  WolfQ&ng  Gussmann  and 
Gabriete  Jaenecka,  and  the  cast 
indudes  Caiman  Oprisanu  and 
Martin  Thompson:  Feb  3, 8 

BERLIN 

CONCERT 

Konkerthaus 

Tel:  49-30-203090 

Deutsche  Oper  Orehaatre: 

conducted  by  ^ Kout  in  works  ' 

by  Brahms  and  Bartdk,  wtth 

piano  soloist  Gerhard  Oppta; 

Fobs 

OPERA  " 

Deutsche  Oper 
Tat  49^34364-01 

• F**b  by  Gounod.  Conducted 
•by  Sebastian  Lang-Lessing  in  a 
staging  by  John  Dew,  Feb  * 

• Manore  by  Massenet 

Conducted  Sebastian 


Lang-Lessing  in  a staging  by 
Cesere  Uevi;  Feb  2,  5 

CHICAGO 

OPERA 

Lyric  Opera  of  Chicago 
ret  1-312-332  2244 

www.fyricopeoLorg 
Romfio  et  Julietta:  by  Gounod. 
Conducted  by  John  Nelson  in  a 
staging  directed  by  Nicolas  JoeL 
The  cast  stars  Roberto  Alagna 
and  Angela  Gbeorgiu;  Feb  5 

DALLAS 

OPERA  ' 

Dates  Opera 

Tot  1-214-443  1000 


La  BohAme:  by  Puccini. 
Conducted  byAntoneflo 
Allemandl  in  a staging  by  Mark 
Lamos,  with  seta  by  Michael 
Yeargan;  Feb  3, 6 

FORT  WOB1H 

EXHIBITION 
KhnbeffArt  Museum 
Tat  1-817-3328451 

wwwJdmbejfartorg 

Matisse  and  Picasso;  A Gentle 
Rivalry.  More  fifan  100  paintings, 
sculptures  and  drawings  on  loan 
from  eedtoettens  around  the  work! 
make  up  this  first-ever  exhibition 
devoted  to  the  feteBonshv 
between  the  two  great 
modernists;  to  May  2 

GLASGOW 

OPERA 
Theatre  Royal 

fbt  44-141-332  9000 


Scottish  Opera:  Dor 
Rosenkavafier.  by  R.  Strauss. 
New  staging  by  David  Me  Vicar, 
conducted  by  Richard 
Armstrong.  The  cast  arcJudes 
Joan  Rodgers;  Feb  6 

HOUSTON 

THEATRE 

Houston  Grand  Opera, 
Wortham  Center 
Tat  1-713-2272787 
wwwJigo.com 
A Utfle  Night  Music  by 
Sondheim.  Grant  Gershon 
conducts  a production  by 
Michael  Leeds,  with  a cast 
including  Frederica  von  Stade, 
Thomas  Allen  and  Sheri 
Greenawaid;  Feb  3, 6 

LONDON 

CONCERTS 
Barbican  Ha8 
Tet  44-171-838  8891 

• London  Symphony  Orchestra: 
conducted  by  Colin  Davis  in 
works  by  Bgr,  Bartdk  and 
Beethoven,  with  vfoBn  soloist 
Sarah  Chang;  Feb  3, 4 

• London  Symptony  Orchestra; 
conducted  by  Cotin  Davis  in 
works  by  Beethoven  and  Bgar. 
witfi  piano  soloist  Richard 
Goode;  Feb  7 

Royal  Festival  Hafl 
Teh  44-171-980  4242 

• London  Fh»iarmonic 
Orchestra:  conduced  by  Kent 
Nagano  ki  works  by  Bartok  and 
BeriJoz,  with  viola  soloist  Yuri 
Bashmet;  Feb  3 

• Royal  Concertgebouw 
Orchekra:  conducted  by 


Riccardo  Chailly  in  works  by 
Brahms  and  Schoenberg,  with 
violin  soloist  Vadim  Repin; 

Feb  4 

EXHIBITIONS 
Barbican  Art  Gallery 
Tel:  44-171-838  8897 

• Africa  by  Africa:  A 
Photographic  View.  Spanning  the 
breadth  of  photography 
produced  in  Africa  since  foe 
1920s.  includes  works  by  Mama 
Gasset,  Seydou  Keita  and 
Samuel  Fosso;  to  Mar  28 

• Picasso  and  Photography: 

The  Dark  Mirror.  Exhbition 
exploring  foe  influence  of 
photography  upon  both  the 
figurative  and  Cubist  strands  of 
Picasso's  work,  and  including 
photographs  by  Picasso;  to 
Mar  28 


MONTREAL 

EXHIBITION 

Montreal  Museum  of  Fine  Arts 
Teh  1-514-285  1B0O 
wwwjnbant@cam.org 
Monet  at  Grvemy:  22  paintings, 
produced  during  foe  last  20 
years  of  foe  artist's  life,  loaned 
by  the  Mus£e  Marmottan  in 
Paris;  to  May  9 

MUNICH 

CONCERTS 
Philharmonie  Gasteig 

Tel:  49-89-5481  8181 

• Munich  enharmonic 
Orchestra:  conducted  by  Fabio 
Lutei  in  woks  by  Wagner  and 
Liszt;Feb2,3 

• Philharmonie  Folkwang  Essen: 
in  works  by  Bach  and 


Beethoven,  with  violin  soloists 
Nigel  Kennedy  and  Peter  Daniel; 
Feb  5 

• Symphonieorchester  des 
Bayerischen  Rundfunks: 
conducted  by  Lorin  MaazeJ  in 
works  by  Mozart  and  Bruckner, 
with  piano  soloist  Murray 
Perahia;  Feb  4 

EXHIBITION 
Haus  der  Kunst 
Teh  49-89-211270 
The  Night  exploring  foe 
development  of  foe  nocturne,  or 
night  time  scene,  in  western  art 
from  the  15th  to  the  20th 
century.  Includes  eariy  examples 
by  artists  including  Cranach, 
baroque  works  by  Caravaggio 
and  his  followers,  works  by  the 
German  romantics,  Goya,  Munch 
Ernst  and  Magritte;  to  Feb  7 

OPERA 

Bayerische  Staatsoper 

Tel:  49-89-2185  1920 
wwwstaats  theater,  bayem.de 
Lohengrin:  by  Wagner.  Peter 
Schneider  conducts  a staging  by 
Gfitz  Friedrich.  Cast  indudes 
Adrianne  Pieczonka  and 
Waltraud  Meier,  Feb  3 

NEW  YORK 

EXHIBmON 
Museum  of  Modem  Art 
Tel:  1-212-708  9480 
www.morro.org 
Jackson  Pollock:  first  US 
retrospective  of  foe  Abstract 
Expressionist  since  that  held  at 
MOMA  in  1967.  Includes  more 
than  100  paintings  and  50  works 
on  paper;  to  Feb  2,  then 
transferring  to  London 


OPERA 

Metropolitan  Opera,  Lincoln 
Center 

Tel:  1-212-362  6000 
www.metopem.org 
Moses  and  Aron:  by  Schoenberg. 
Conducted  by  James  Levine  in  a 
staging  by  Graham  Vick,  with 
sets  and  costumes  by  Paul 
Brown.  Cast  includes  Philip 
Langridge  and  John  Tomlinson; 
Feb  8 

PARIS 

CONCERTS 
Salle  Pleyel 
Tel:  33-1-4561  6589 
Orchestra  de  Paris:  conducted 
by  Frans  Bruggen  in  works  by 
Beethoven.  Hummel  and 
Schubert  with  piano  soloist 
Marie-Josdphe  Jude;  Feb  3, 4 

EXHIBITION 
Grand  Palais 

Tel:  33-1-4413  1730 
Un  ami  de  Cezanne  et  de  Van 
Gogh:  le  docteur  Gachet 
(1828-1909).  Exhibition  devoted 
to  the  doctor  and  painter  who 
was  a friend  to  Cezanne,  Pfearro, 
Monet  and  Renoir  as  well  as  to 
Van  Gogh,  who  famously  spent 
the  last  weeks  of  his  life  with 
Gachet  at  Auvers-sur-Oise;  to 
Apr  26,  then  transferring  to  New 
York 

ROME 

EXHIBITION 

Palazzo  delle  Esposizioni 
Tel:  39-06-474  5903 
Poussin:  Early  Years  in  Rome. 
Display  of  41  works  produced 
between  1624  and  1628.  The 


centrepiece  is  The  sacking  of 
the  temple  in  Jerusalem  by  Titus’ 
(1925/6);  to  Mar  1 

ZURICH 

EXHIBITION 
Kunethaus  Zurich 
Tel:  41-1-251  6765 
Chagall.  Kandinsky,  Malevich  and 
foe  Russian  Avant-garde: 
exhibition  exploring  the  artistic 
upheavals  of  the  first  two 
decades  of  this  century.  Includes 
important  loans  from  the  State 
Hermitage  Museum  in  St 
Petersburg  and  pictures  from 
provincial  Russian  museums;  to 
Apr  25 

TV  AND  RADIO 
+ WORLD  SERVICE 
BBC  World  Service  radio  for 
Europe  can  be  received  in 
western  Europe  on  medium  wave 
648  kHZ  (463m) 

EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 

• CNN  international 
Monday  to  Friday,  GMT: 

0&30:  Moneyline  with  Lou  Dobbs 
13.30:  Business  Asia 

19.30:  World  Business  Today 
22.00:  World  Business  Today 
Update 

• Business/Market  Reports: 
05:07;  06:07;  07:07;  0820;  09:20; 
1020;  1120;  11:32;  12:20;  13:20; 
1420. 

At  08-20  Tanya  Beckett  of  FTTV 
reports  live  from  UFFE  as  foe 
London  market  opens. 
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COMMENT  & ANALYSIS 


PETER  MARTIN 


Age  of  the  network 

1 had  heard  it  so  many  times  before,  but  I finally  saw  the 
light  on  the  road  to  Davos 


I ELnally  get  it.  The  moment 
of  understanding  came  in  a 
conversation  at  Davos  with 
David  House,  president  or 
Nortel  Networks.  At  the  end 
of  the  discussion,  I 
understood  what  the  coming 
age  of  pervasive  networks 
will  mean. 

Imagine  a world  in  which 
all  rich-country  adults  - and 
most  of  the  kids  too  - are 
permanently  connected  to 
broadband  cellular  radio 
networks. 

The  appliances  they  carry 
- telephones,  pagers,  digital 
notebooks,  electronic  tablets, 
personal  computers,  desk 
phones,  computer  games  - 
share  the  same  basic 
functions.  Each  one  is 
optimised  for  a particular 
task,  such  as  voice 
conversations,  e-mail,  or 
blasting  monsters. 

But  what  they  have  in 
common  is  more  important 
than  their  differences.  All 
these  appliances  are  in 
constant  contact  with  the 
rest  of  the  world, 
continuously  updated. 

seamlessly  blending  hi-fi 
sound,  television-quality 
images  and  instant  access  to 
all  the  world's  data.  The 
world  wide  web  is  part  of 
this,  but  only  part. 

I know,  I know.  You  are 
yawning  already.  This  is  the 
science  fiction  vision  we 
have  been  promised  since 
the  dawn  of  the  computer 
age.  But  this  time  it  is  real. 

In  feet,  it  is  no  more  than  a 
year  or  two  away. 

Here  is  the  final  proof: 
telecoms  equipment 
companies  are  merging  with 
computer  networking 
companies.  That  might 
sound  an  arcane  bit  of 
corporate  manoeuvring,  but 
it  is  absolutely  central  to  the 
story.  Nortel  Networks,  a 
merger  of  Canada's  Northern 
Telecom  with  California's 
Bay  Networks  is  one 
example.  So  is  Lucent's 
acquisition  of  Ascend. 


Further  mergers  are  almost 
certain  to  follow. 

The  freewheeling,  rapidly 
changing  world  of  computer 
networking  is  culturally  as 
far  away  from  the 
buttoned-down  phone- 

equipment  business  as  you 
can  imagine.  So  the  feet  that 
the  two  are  willing  to  get 
together  tells  you 
something:  both  sides  see  no 
choice. 

Until  a year  or  so,  most  of 
the  traffic  on  the  world's 
telecoms  networks  was 
voice.  Now,  in  the  most 
advanced  countries,  the 
majority  is  data.  In  a few 
years’  time,  voice  will  be  a 
tiny  fraction  of  the  traffic. 
Only  computer  networking 
technology  can  carry  data 
efficiently  - its  switches  are 
15  times  better  at  handling 
data  than  exchanges 
designed  for  voice  traffic. 

But  the  phone  equipment 
people  have  a trump  card, 
too:  a history  of  staggering 
reliability.  As  Mr  House 
says,  it  is  the  difference 
between  99.8  per  cent  uptime 
(a  good  computer  network) 
and  995998  per  cent 


fa  phone  system). 

That  ought  seem  esoteric, 
but  it  is  not  Think  what 
that  means  in  terms  of  the 
user  experience.  When  you 
pick  up  a fixed  line  phone, 
you  do  not  think  twice  about 
whether  you  will  get  a dial 
tone.  You  just  know  there 
will  be  one.  And.  these  days 
if  you  get  a wrong  number, 
you  assume  you  misdi ailed. 
The  system’s  reliability  is 
taken  for  granted. 

When  you  use  one  of 
today's  cellular  phones,  you 
cannot  be  certain  you  will 
get  a signal.  Probably  you 
will,  but  sometimes  you  will 
noL  And  using  the  internet 
over  a dial-up  connection  is 
even  more  unsure. 
Psychologically  speaking, 
the  three  experiences  are 
distinct.  A pretty  reliable 
connection  is  quite  different 
from  a very  reliable  one. 

The  Lucent/Ascend  deal 
and  the  Nortel/Bay 
Networks  merger  will  help 
bring  phone  system 
reliability  to  all  networks, 
voice  and  data.  And 
broadband  connections  - in 
corporate  networks,  at  home 


and  over  next-generation 
cellular  - will  transform  the 
experience  in  other  ways. 

Here  is  a practical 
example.  Today's  Internet 
shopping  sites  are  the 
equivalent  of  catalogue 
shopping.  They  work  just 
fine  for  transactions  where 
you  know  what  you  want,  or 
can  easily  choose.  But  in 
many  sales  transactions  - 
and  almost  an  high-value 
ones  - you  need  advice  from 
a human  being.  You  want  to 
ask  questions,  and  assess  the 
plausibility  of  the  answers. 

Tomorrow's  shopping 
websites  will  have  buttons 
you  can  click  to  connect  you 
immediately  to  sales  people 
who  will  answer  your 
questions.  You  will  hear 
(heir  voices  and  see  them 
live  on  screen.  They  can  call 
up  data  and  images  to  show 
you,  customised  to  your 
needs.  You  can  send  them  a 
picture  of  yourself,  to  see 
how  you  will  look  in  your 
new  clothes.  Some  websites 
are  already  adding  in  voice 
connections.  The  full  version 
is  only  a few  years  away. 

Another  practical 
example:  there  will  be  no 
real  difference  between  the 
phone  on  your  desk  and  the 
phone  in  your  pocket.  All 
will  be  cordless,  all  will  have 
built-in  voicemail.  All  will 
have  the  ability  to  handle 
your  e-mail,  keep  your  diary, 
and  preserve  a searchable 
archive  of  your 
conversations.  The  choice  of 
when  and  to  whom  to  be 
available  will  be  yours. 

All  tlds  depends  on  the 
availability  of  broadband 
connections.  In  homes,  it  is 
finally  taking  off  on  a 
massive  scale  in  North 
America,  through  cable 
modems  and  the  advanced 
phone  service  called  DSL. 
New  corporate  buildings  will 
have  this  sort  of  access 
plumbed  In  freon  the  outset. 
Refitting  older  ones  will  be 
slower.  But  third-generation 
cellular,  the  system  known 
as  UMTS  in  Europe,  will  be 
with  us  from  around  2002. 

Not  only  will  it  provide 
broadband  access  for  mobile 
devices.  It  will  put  intense 
pressure  on  fixed-line 
operators  to  move  more 
quickly. 

Technology  visionaries 
may  say:  there  is  nothing 
new  in  all  this:  we  have  been 
saying  tt  for  years.  And  so 
they  have.  But  now  l get  it 

peter.martmtqft.com 


CONTRACTS  & TENDERS 


INVjTATlQN  FOR  THE  SUBMISSION  OF  BCPR^ONS  OF  INTEREST 
TO  ASSUME  THE  MANAGEMENT  OF  OLYMPIC  AIRWAYS  SJL 
UNDER  A MANAGEMENT  CONTRACT 

WBhin  the  tamarmrk  d Gmek  Pw^tsatton  Law  2000/1991  and  ffw  dedaton  dalBd  29  January  1999  by  ttw  btenfitsteflaJ  Commitee  for  PrKafisation  of  the 
Hehnfc  ReptMcHCF-),  Salomon  Brathans  htemafioral  United  frSakxran  Smih  Barney*)  and  (to  Nafooal  bwaWnent  Bank  for  IntWrialDewtopmantSA 
(■ETEBA),  hmtateJeMyrakmdtoaa  the  Advisors,  haw  bon  authorised  to  seek.  acthg  an  behalf  aland  as  eachaiM  feudal  odvkoRto  Bib  Greek  SMa, 
a wftatyr  quaffed  Management  Ctrarador  to  assume  ha  maagemert  of  Ofympfc  Assays  SA  («OA»  a the  -CompanH  under  a Mnagamani  Contract 
{•Mam^^  a defend  parted  of  tea  and  wMtolte  rented  (rfteConpanfo 

As  i mfeonum  requirement.  In  order  to  be  considered  for  the  Mandats,  Intonated  Paries  should  to  compares  spedrfsng  ir  the  provtaan  of  services  h the 
ama  of  ajfrna  tnaragwrwnt.  or  should  be  an  alriirw  of  sutfclert  sea.  wih  the  rafovant  expeneneq,  resources  and  qua&Sad  enacutnw  Afl  Interested 

Patties  must  tofeandaflysxmdandcredblawihinthacontrt  of  (he  size  and  scops  at  (he  Mandate. 

OtrnpfcAfasawSA. 

OAhttenatkralcarriw  of  Greses.  R«afouidedkilB56arrite  sole  starBWdvscunsfldytte  Greek  State  TteCompon/sprric^activtyb  to  pnnkkm 
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LETTERS  TO  THE  EDITOR 


Benefits  of  market-driven  standards 


From  Mr  David  U Aaron. 

Sir,  Your  editorial 

“Crossed  lines"  (January  20} 
makes  the  point  that  the  US 
has  paid  a price  for  its 
market-driven  approach  to 
standards  for  mobile  commu- 
nications, but  overlooks  the 
very  substantial  benefits  of 
this  approach. 

In  the  US.  without  man- 
dating standards  or  n*Hopwi 
coverage,  we  have  nation- 
wide coverage  by  networks 
in  place  or  under  construc- 
tion that  use  four  different 
second  generation  technolo- 
gies. The  result  is  that  some 
carriers  offer  local  and 
long-distance  wireless  ser- 
vice at  flat  rates  as  low  as  10 
to  15  cents  a minute,  which 
is  competitive  with  wireline 
service  prices.  Rates  in  Den- 
mark, by  comparison,  aver- 
age 31  cents  a minute;  in 
France,  the  average  is  54 


cents  a minute.  We  firmly 
believe  that  licensing  multi- 
ple technologies  and  compet- 
itors worldwide  wfU  offer 
similar  benefits  to  -wireless 
customers  around  the 
globe. 

We  aicn  believe  that  much 
of  the  innovation  in  the 
wireless  communication ' 
market  can  be  traced  to  the 
US's  willingness  to  allow  the 
market  to  drive  standards, 
hi  fact,  it  Is  worth  noting 
that  code  division  multiple 
access  technology,  a leading 
contender  as  a standard  for 
third  generation  technology, 
likely  would  not  have  been 
developed  commercially  if  a 
single  standard  had  been 
mandated  in  rite  US  because 
it  was  submitted  for  consid- 
eration after  the  adoption  of 
time  division  multiple  access 
technology. 

As  we  look  towards  the 


next  generation  of  these 
systems,  we  in  the  US 
believe  that  encouraging 
innovation  and  competition, 
rather  than  conferring  the 
advantage  of  regulatory  cer- 
tainty on  a preferred  tech- 
nology, will  he  in  the.  best 
interests  of  alL  For  . this  rear 
son,  we  strongly  support  the 
industry-led  standards  nego- 
tiations now  under  way  in 
the  international  Telecom- 
munication Union,  and  we 
urge  EU  member  states  to 
ensure  that  their  3G  licen- 
sing processes  accommodate 
all  ITU  recommended  stan- 
dards on  an  equally  timely 
basis. 

David  L.  Aaron, 
undersecretary  for 
international  trade, 

US  department  of  commerce, 
Washington, 

DC  20230,  US 


Nike’s  certification  no  means  guaranteed 


From  Pharis  J.  Harvey. 

Sir,  Hannah  Jones’s  letter 
(January  25)  disowning  the 
statement  of  Joseph  M.  Ha. 
Nike  vice-president,  regard- 
ing human  rights  activists  in 
Vietnam  is  simply  not  credi- 
ble. No  vice-president  of  a 
leading  company  would  com- 
mit in  writing  to  a highly 
placed  official  statements 
that  did  sot  reflect  company 
policy.  Dr  Ha's  statements 
are  therefore  evidence  of 
Nike's  embrace  of  anti-demo- 
cratic values. 

We  have  worked  with  Nike 
for  the  past  two  years  as  a 
non-governmental  partner  to 

the  White  House  Apparel 
Industry  Partnership.  We  are 


therefore  particularly  dis- 
mayed at  Ms  Jones's  use  of 
the  Apparel  Industry  Part- 
nership as  “evidence"  of 
Nike's  labour -friendly  corpo- 
rate practices. 

The  Apparel  Industry  Part- 
nership, after  two  years  of 
difficult  negotiations,  has 
only  recently  succeeded  in 
developing  a charter  for  a 
Fair  Labour  Association  to 
monitor  «wd  accredit  compa- 
nies. Even  after  the  associa- 
tion is  established.  It  will  be 
three  years  before  any  com- 
pany can  be  certified  as  hav- 
ing good  labour  practices. 

There  is  no  guarantee  that 
Nike  will  receive  such  certi- 
fication. Therefore,  as  we 


stressed  repeatedly  during 
the  negotiations,  no  com- 
pany should  use  its  partici- 
pation in  the  partnership  as 
evidence  of  good  labour 
practice. 

The  fact  that  Nike  has 
ignored  our  concerns  on  this 
point  hardly  bodes  well  for 
the  future  co-operation  with 
the  non-governmental  organ- 
isation community. 

Pharis  J.  Harvey, 
executive  director. 
International  Labor 
Rights  Fond, 

733  15th  Street  N.W., 

Suite  920, 

Washington, 

DC  20005,  US 


Russian  investments  need  not  be  written  off 


From  Mr  Igor  Nazuanov. 

Sir,  I do  not  believe  that 
the  Russian  market  is  so 
depressed"  and  that  multi- 
nationals must  “write  off” 
their  Investments  here  per- 
manently. 


and  bill  markets  allowing  and  moving  it  to  a newly 


There  are  huge  ADR.  GDR 


such  companies  to  wish  their 
investments  in  faflpn  hanks 
through  trading  them  on  the 
market 

That  is  exactly  what  bank- 
rupt hanks  do,  transferring 
the  debts  into  liquid  eapjtai 


set-up  hank 

Igor  Nazvanov, 
trust  service. 

Financial  Bank  Zerich, 

2 Vsevolozhskiy  pereulok. 
Moscow,  Russia 


Fed’s  policy 
removes  risk 
of  circularity 

' FrvmMrAdrim 

Cunningham. 

Sir>  to  “Watch  out  for 
the  fireworks”  (January  27), 
Martin  Wolf  concludes  that 
the  Federal  Reserve  has 
made  serious  errors  by  pay- 
ing insufficient  attention  to 

asset  prices  in  the  formula- 
tion of  monetary  policy.  Per- 
haps it  has.  Certainly  its 
monetary  policy  stance  has 
done  little  to  deflate  asset 
prices. 

However,  it  is  unlikely  to 
have  known  with  certainty 
that  the  information  con- 
tained in  those  asset  prices 
highlighted  a “bubble” 
rather  than  a rise  justified 
by  an  improvement  in  the 
underlying  fundamentals. 

On  several  occasions  over 
the  past  few  years  Alan 
Greenspan,  the  Fed  chair- 
man, has  highlighted  the 
problems  associated  with 
determining  the  nature  of 
recent  economic  trends  in 
the  US.  It  appears  as  though 
the  authorities  are  uncertain 
whether  these  trends  are 
unusual  variations  of  the 
conventional  business  cycle 
or  whether  the  inclusion  of 
new  technology  in  the  pro- 
ductive process  is  capable  of 
raising  productivity  to  new 
levels. 

Since  these  uncertainties 
are  unlikely  to  be  resolved 
conclusively  in  the  near 
term,  surely  the  Fed  is  best 
served  seeking  price  stability 
while  ensuring  that  the 

financial  system  is  well  reg- 


ulated and  capitalised  so  as 
to  be  able  to  withstand  asset 
price  volatility  without 
severely  impacting  the  real 
economy.  This  at  least 
removes  the  risk  of  circular- 
ity - asset  prices  depending 
on  expectations  of  policy 
moves  and  vice  versa. 

Adrian  Pminlnghnm, 

head  of  economics. 

Scottish  Mutual  Assurance, 
802  St  Vincent  Street, 
Glasgow  G2  5HN,  UK 
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PERSONAL  VIEW  BARRY  EIGHENGREEN 


Building  on  a consensus 

The  private  sector  could  play  an  important  role  in  helping  the  IMF  to  set  up  a new 

international  financial  system 


The  crisis  that 
erupted  in  Thailand 
in  1997  left  Bang- 
kok’s skyline  stud- 
ded by  unfinished  sky- 
scrapers and  half-built  archi- 
tects’ dreams.  One  fears  that 
the  same  fate  will  now  befell 
that  other  set  of  architects  - 
the  ones  seeking  to  rebuild, 
the  International  financial 
system.  That  process  now 
resembles  nothing  so  much 
as  an  open  competition  for  a 
lavish  commission.  Anyone 
with  a pencil  has  submitted 
a plan 

Judges  of  architectural 
competitions  winnow  sub- 
missions by  rejecting  those 
that  fail  to  conform  to  the 
site  or  exceed  the  engineer- 
ing  capabilities  of  the  build- 
era.  A first  step  towards  a 
consensus  on  financial 
reform  is  to  reject  grandiose 
schemes  for  which  there  is 
no  political  support 
However  compelling  the 
argument  that  global  finan- 
cial markets  require  a global 
financial  regulator,  global 
bankruptcy  court,  global 
money,  and  a global  central 
bank,  realism  requires 
acknowledging  that  natirmni 
governments  are  not  pre- 
pared to  turn  over  signifi- 
cant additional  powers  to  a 
super-International  Mone- 
tary Fund.  Europe  ha«  cre- 
ated a single  currency  and  a 
European  Central  Bank  only 
after  half  a century  of  hard 
slog.  It  is  fantastic  to  think 
that  this  process  could  be 
replicated  on  a global  scale 
in  a few  years. 

What  remains  is  a hmitwt 
agenda,  but  an  important 
one.  The  first  element  is  the 
need  for  international  finan- 
cial standards.  It  Is  impossi- 
ble to  fix  the  international 
financial  system  without 
first  fixing  the  domestic 
financial  systems  of  coun- 
tries active  on  international 
markets.  But  neither  the 
IMF  nor  any  other  multilat- 
eral agency  has  the 
resources  to  micro- manage 
this  process  in  182  countries. 
The  only  practical  approach 
is  to  develop  and  adopt  inter- 
national standards  of  accept- 
able practice,  not  Just  for 
bank  regulation  but  also  for 
auditing  and  accounting, 
corporate  governance,  and 
bankruptcy  law  as  welL 
National  practices  can  differ 
in  their  particulars,  but  all 


International  financial 
arctiitectinu  Wte  bop*  "it  works 

must  satisfy  a common  set 
of  international  standards. 

In  doing  this,  the  lead 
must  be  taken  by  the  private 
sector:  by  the  International 
Accounting  Standards  Com- 
mittee, Committee  J of  the 
International  Bar  Associa- 
tion, and  others.  The  IMF 
can  help  enforce  these  stan- 
dards by  Issuing  blunt 
assessments  of  national 
practice  and  offering  eonces- 


that  regulators  have  limited 
capacity  to  supervise  their 
actions.  In  such  countries, 
moreover,  capital  require- 
ments in  theory  and  capital 
requirements  in  practice  are 
two  different  things.  Conse- 
quently, revising  the  Basle 
Capital  Standards  to  make 
capital  requirements  sensi- 
tive to  the  source  of  banks’ 
funding  as  weD  as  the  riski- 
ness of  their  investments  is 
unlikely  to  prove  effective. 

The  basic  problem  is  that 
free  access  to  foreign 
finance,  short-term  finance 
in  particular,  is  incompatible 
with  financial  stability.  For- 
eign funding  gives  banks 
gambling  for  redemption  and 
otherwise  seeking  to  take  on 
excessive  risk  an  additional 
way  to  lever  up  their  bets. 

Government  guarantees 
for  banks  regarded  as  too  big 
to  fail  encourage  foreign 
investors  to  provide  those 
fUnds.  And  when  confidence 
is  disturbed,  the  short  matu- 
rity of  their  loans  provides 
these  investors  the  opportu- 
nity to  flee.  Their  rush  for 
the  exits  can  bring  down  not 
just  the  banking  system  but 
the  currency  and  the  econ- 
omy as  welL 

This  creates  an  argument 
for  limiting  short-term  bank 
borrowing  abroad  in  coun- 
tries where  banks’  risk- 
management  practices  and 
regulatory  supervision  do 
not  suffice.  And  where 
banks  can  circumvent  these 
measures  by  having  the 
companies  do  the  borrowing 
and  pass  on  the  proceeds  to 
them,  broader  measures  may 


One  indisputable  lesson  of  the 
Brazilian  debacle  is  the  need  for  the 
vast  majority  of  emerging  markets  to 
move  to  more  flexible  exchange  rates 


sionary  interest  rates  on  its 
loans  to  countries  that  com- 
ply. 

A second  critical  area  con- 
cerns banks  and  capital 
flows.  Everyone  agrees  on 
tlie  need  to  strengthen 
hanks’  risk  management  and 
supervisors'  oversight  and 
regulation.  But  the  sad  truth 
is  that  banks  in  too  many 
countries . have  a limited 
capacity  to  maijnp-  risk  and 


be  required.  Financial  stabil- 
ity may  have  to  be  but- 
tressed by  a Chilean-style 
tax  to  limit  short-term  for- 
eign borrowing  by  all  domes- 
tic entities.  The  interna- 
tional community  should 
become  an  unambiguous 
advocate  of  these  measures. 

A last  area  where  there 
exists  a reasonable  degree  of 
consensus  Is  on  changing 
the  provisions  of  loan  con- 


tracts. Majority  voting  and 
sharing  clauses  should  be 
added  to  loan  contracts  to 
prevent  isolated  creditors 
from  resorting  to  lawsuits 
and  other  means  of  obstruct- 
ing settlements.  This  is  the 
only  practical  way  of  creat- 
ing an  environment  more 
conducive  to  restructuring 
negotiations.  Unfortunately, 
tins  is  a process  in  which  no 
borrower  wants  to  be  first 
The  IMF  will  have  to  make 
clear  that  it  will  lend  at 
more  attractive  interest 
rates  to  countries  that  issue 
• debt  securities  with  these 
provisions.  US  and  UK  regu- 
lators should  require  the  rel- 
evant provisions  of  interna- 
tional bonds  admitted  to 
trading  on  their  markets. 

Finally,  it  is  important  for 
aspiring  architects  to  draw 
the  right  lessons  from  the 
Brazilian  debacle.  IMF  pro- 
testations not  withstanding, 
one  indisputable  lesson  is 
the  need  for  the  vast  major- 
ity of  emerging  markets  to 
move  to  more  flexible 
exchange  rates.  Brazil  illus- 
trates yet  again  that,  in  a 
world  of  high  capital  mobil- 
ity, democracies  cannot  cred- 
ibly attach  priority  to  the 
maintenance  of  pegged 
exchange  rates  above  all 
other  goals  of  policy. 

Brazil  is  also  a blunt 
reminder  both  of  how  few 
countries  have  the  kind  of 
unquestionably  strong  poli- 
cies that  might  permit  the 
IMF  to  extend  unconditional 
credits  in  advance  and  of 
how  small  the  Fund's . 
resources  remain  relative  to 
those  of  the  market.  The 
new  “contingent  facility”  for 
the  IMF,  as  suggested  by  the 
Clinton  administration  and 
the  Group  of  Seven,  is  not  a 
feasible  response. 

This  week’s  meeting  in 
Davos  was  yet  another  occa- 
sion for  the  pundits  to  flog 
their  pet  plans.  Most  of  their 
ideas  are  not  practical 
guides  for  policymakers.  The 
time  for  this  is  over.  The 
task  now  is  to  move  from 
abstract  schemes  to  concrete 
action.  This  means  discard- 
ing unrealistic  proposals  and 
building  a ftnmamgnc  around 
those  that  remain 

The  author  is  professor  of  eco- 
nomics and  political  science 
at  the  University  of  Calif- 
ornia, Berkeley 
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financial  times 

Tuesday  February  2 1999 

Dealing  with 

reality 


Brazil,  after  agreeing  a 
program  me  with  the  Interna- 
tional Monetary  Fund,  has  got 
itself  into  a mess.  Jts  defence  of 
the  Real  peg  failed.  So  too  its 
attempt  at  a controlled  devalua- 
tion. The  government  must  now 
try  to  rebuild  credibility,  so  that 
interest  rates  can  fall  from 
unsustainable  levels.  It  needs  a 
new  plan,  and  soon.  This  should 
include  additional  fiscal  mea- 
sures, a reaffirmed  commitment 
to  privatisation,  and  a new  anti- 
in  nationary  anchor.  With  these 
elements  in  place,  it  should 
involve  continuing  IMF  support 

Having  been  forced  to  devalue 
by  market  expectations  and  polit- 
ical failure,  the  Real  is  close  to  2 
to  the  dollar,  a fall  of  some  40  per 
cent.  Short-term  interest  rates 
have  been  increased  to  almost  40 
per  cent.  As  well  as  threatening  a 
deep  recession,  such  high  inter- 
est rates  compound  the  govern- 
ment's central  problem:  a fignai 
deficit,  which  last  year  reached  8 
per  cent  of  gross  domestic  prod- 
uct. 

Stabilising  the  fiscal  deficit 
was  the  central  objective  of  the 
plan  agreed  with  the  IMF  to 
defend  the  exchange  rate  peg. 
High  interest  rates  will  cause  the 
government  to  miss  its  fiscal  tar- 
gets. Clearly  it  has  broken  the 
exchange  rate  promise.  However, 
the  IMF  should  agree  to  disburse 
the  second  tranche  of  the  $41.5  bn 
international  support  package. 
The  alternative  would  send  a 
devastating  signal 

This  support  should  depend  on 


the  Brazilian  government  first 
coming  up  with  a plan  to  limit 
the  damage.  The  first  item  is  fis- 
cal policy.  The  bulk  of  the  exist- 
ing plan  has  now.  belatedly,  been 
Passed  by  Congress.  The  govern- 
ment must  ensure  its  speedy 
implementation.  Furthermore,  it 
should  announce  new  fiscal  mea- 
sures. This  would  demonstrate 
its  commitment  to  Healing  with 
the  fiscal  problem,  and  help 
rebuild  trust  The  unwieldy  and 
unfair  state  pension  system  is  an 
obvious  target 

Second,  the  government  must 
reassure  the  markets  that  it 
remains  committed  to  privatisa- 
tion and  an  open  economy.  The 
privatisation  of  Petrobrfis,  the 
state  oQ  company,  would  be  a 
positive  shock  to  expectations. 

Third,  Brazil  needs  a new,  cred- 
ible anti-inflationary  policy.  A 
return  to  high  inflation  Is  not 
inevitable.  Indeed,  the  recession 
Brazil  will  suffer  this  year  will 
keep  a lid  on  price  rises.  How- 
ever. high  interest  rates  in  part 
reflect  fears  that  the  government 
will  resort  to  monetisation  to 
meet  its  short-term  domestic  debt 
obligations.  To  do  so  would  undo 
the  good  work  of  the  real  plan  In 
taming  hyperinflation. 

To  ensure  that  there  is  no 
return  to  the  bad  old  days,  Brazil 
needs  a new  monetary  anchor. 
One  option  is  a currency  board. 
The  other  is  a transparent  infla- 
tion target,  with  the  central  bank 
charged  with  its  delivery.  Which- 
ever the  government  chooses, 
there  is  no  time  to  waste. 


Home  banking 


For  the  giants  of  European 
banking  there  are  no  easy  strate- 
gic options  at  either  regional  or 
global  level.  But  in  countries 
where  rationalisation  has  been 
slow  to  gather  pace  there  are  at 
least  some  domestic  options  that 
make  good  sense  - witness  yes- 
terday's proposal  for  a merger 
between  Soci&te  Generate  and' 
Paribas. 

The  French  banking  market 
has  been  far  from  an  unexciting 
backwater  over  the  past  decade. 
Yet  the  natural  development  of 
the  financial  system  lias  been 
held  back  by  important  con- 
straints. The  disruptive  business 
of  nationalisation  and  denational- 
isation complicated  the  owner- 
ship structure.  So,  too,  did  the 
problems  of  Credit  Lyonnais, 
where  a government-inspired 
attempt  to  create  a national 
champion  with  pan-European 
ambitions  led  to  disaster. 

Against  that  background  the 
merger  of  two  institutions  that 
inhabit  the  uncomfortable 
ground  between  the  big  league 
and  the  niche  players’  territory  is 
logical.  It  follows  a similarly 
domestic  merger  proposal  in 
Spain  between  Banco  Santander 
and  Banco  Central  Hispano,' 
respectively  numbers  one  and 
three  in  the  Spanish  banking 
market-  No  doubt  there  will  be 
more  single-country  consolida- 
tion of  this  kind  across  the  Euro- 
pean single  market,  with  eco- 
nomic and  monetary  union 


providing  additional  impetus. 

Yet  for  the  combined  groups 
that  simply  leaves  a larger  strate- 
gic question.  In  terms  of  market 
capitalisation  and  gross  assets, 
Soci6t6  Generate  and  Paribas 
rank  with  the  global  giants.  But 
they  are  nowhere  much  In  global 
investment  banking,  even  though 
this  is  an  area  of  historic 
Strength  for  both  institutions.  - - 

One  risk  in  a country  where 
the  state  traditionally  entertains 
ambitions  of  its  own  for  the  lead- 
ing banks  is  that- the  enlarged 
entity  will  be  encouraged  to  pur- 
sue a cross-border  strategy  that 
reflects  an  outdated  national 
champion  philosophy.  The  out- 
come might  not  be  as  disastrous 
as  at  Credit  Lyonnais  - that 
would  be  difficult  - but  it  would 
be  unlikely  to  be  very  successful. 

Another  risk  is  that  the  French 
may  be  tempted  to  follow  the 
Germans  in  trying  to  scale  the 
peaks  of  investment  hanging  in 
the  US.  So  far  this  has  proved 
both  expensive  end  fruitless  for 
Deutsche  Bank.  It  is  also  a route 
which  the  big  Swiss  bank  UBS 
has  found  very  troublesome. 

The  final,  more  general  risk  in 
continental  Europe  is  that  merg- 
ers may  do  little  for  rationalisa- 
tion because  the  legal  constraints 
on  shedding  labour  remain  so 
powerful.  The  potential  of  the 
single  market  will  not  be  fulfilled 
if  consolidation  fails  to  bring  a 
serious  attempt  to  reduce  over- 
capacity in  European  banking. 


Metall-bashing 


The  sound  and  fury  of  Germany's 
annual  pay  round  is  upon  us,  and 
1G  Metall,  the  mighty  engineer- 
ing workers’  union,  is  back  in  the 
front  line,  the  trade  union  has 
made  an  unrealistic  demand  - &£ 
per  rent,  when  inflation  is  below 
1 per  cent,  and  unemployment 
(over  4m)  may  well  be  on  the  rise 
again.  The  employers  have  come 
back  with  an  inadequate 
response  - 2 per  cent,  with  an 
optional  lump-sum  extra  of  0.5 
per  rent  far  ’•profitable"  compa- 
nies. Now  both  sides  will  huff 
and  puff  until  a compromise  is 
reached.  But  far  too  many  man- 
hours will  be  lost  In  the  process 
of  protest. 

It  is  all  rather  predictable,  and 
even,  one  might  think,  reassur- 
ing. But  it  is  also  foolish.  This  is 
a pay  deal  which  is  likely  to  be 
the  benchmark  for  most  of  Ger- 
man industry.  Yet  it  is  being  con- 
ducted according  to  rules  which 
haw  outlived  their  usefulness. 

At  a time  when  the  trend  is 
towards  flexibility  in  labour  mar- 
kets. berth  union  and  employers 
in  Germany’s  most  important 
industrial  complex  are  locked 
Into  a moraditJiie  process  of  col- 
lective bargaining.  The  result 
will  not  reflect  th*  variety  of  the 
industries  they  represent,  nor  the 
interests  of  ibelr  workers. 

One  mistake  has  been  made 
already*,  both  sides  have  agreed 
that  wages  in  east  German  India- 
utes  will  catch  up  with  those  in 
the  went  this  year.  And  The  same 


pay  deal  will  apply.  Given  the  big 
gap  in  productivity  between  east 
and  west,  that  is  wrong-headed, 
and  will  not  help  create  new  jobs. 
But  it  may  well  be  ignored  on  the 
ground.  Latest  figures  suggest 
that  only  half  the  engineering 
companies  in  the  eastern  Lander 
observe  national  pay  deals. 

The  wage"  round  covers  not 
only  the  motor  industry,  which 
had  a good  year  in  1998,  but 
many  other  metal-working  indus- 
tries, like  shipbuilding,  which 
can  scarcely  afford  the  same  sort 
tit  pay  rise.  Yet  1G  Metall  is  ada- 
mant that  collective  solidarity 
must  be  maintained. 

A bruising  confrontation  will 
certainly  not  be  to  the  liking  of 
the  new  German  government, 
which  has  made  an  "alliance  for 
jobs"  its  highest  priority.  But 
moderation  in  the  pay  round  is 
not  helped  by  memories  of  pre- 
election rhetoric  from  Oskar 
Lafontaine.  now  finance  minister, 
who  called,  little  more  than  a 
year  ago,  for  an  end  to  pay 
restraint 

Times  change.  Mr  Lafontaine 
has  to  balance  his  budget  now. 
He  is  looking  at  the  parallel  pub- 
lic sector  pay  round  (wage  claim 
Sj>  per  cent)  with  some  concern, 
perhaps  the  most  useful  thing 
that  the  government’s  alliance 
for  .jobs  can  deliver  at  this 
moment  Is  wage  moderation,  and 
a willingness  to  relax  the  rigid 
rules  of  collective  bargaining  to 
the  longer  term. 


COMMENT  & ANALYSIS 


Better  late  than  never 

Samer  Iskandar  examines  belated  moves  towards  consolidation  among  French  banks  and 
argues  that  these  could  herald  integration  with  the  rest  of  Europe 


The  euro,  only  a mrmtVi 
old.  Is  already  shaking 
up  Europe's  banking 
system.  Last  month  saw 
the  $34bn  merger  of  Santander 
and  Banco  Central  Hispano  in 
Spain.  Yesterday,  Socifrt6  Gener- 
ate and  Paribas  said  they  would 
follow  suit. 

The  impact  of  the  latest  SlTbn 
merger  is  likely  to  be  felt  beyond 
France's  borders.  Not  only  is  the 
new  group,  renamed  SG  Paribas, 
expected  to  act  as  a catalyst  for 
the  rationalisation  of  France's 
own  banking  sector;  it  may  also 
mark  the  beginning:  of  a broader 
consolidation  across  Europe, 
where,  encouraged  by  the  single 
currency,  half  a dozen  pan- 
European  banks  are  expected  to 
emerge  over  the  next  few  years. 

Indeed,  within  minutes  of 
announcing  their  decision  to  cre- 
ate France’s  largest  hank,  Sodet§ 
Generate  and  Paribas  signalled 
their  intention  of  looking  for  new 
acquisitions. 

Andre  Lfevy -Lang,  who  is  to 
become  chairman  and  chief  exec- 
utive of  the  new  group,  said  there 
was  Interest  in  buying  a stake  in 
Credit  Lyonnais,  the  state-owned 
bank  earmarked  for  privatisation 
before  the  end  of  June. 

French  hanks  have  lagged  far 
behind  their  European  counter- 
parts in  the  consolidation  game. 
According  to  a report  published 
this  month  by  Moody's  Investors 
Service,  the  French  banking 
industry  is  "comparatively  less 
concentrated  than  in  the  UK, 
Switzerland  or  the  Netherlands". 
No  French  bank  has  more  than 
10  per  cent  of  the  country's 
deposits. 

It  is  therefore  likely  that  Soo- 
Gen  and  Paribas  are  merely  tak- 
ing the  first  step  towards  the  feu- 
more  significant  repositioning  of 
European  Hanks,  "Hus  is  just  the 
first  step  in  a long  process,"  said 
one  analyst.  “We  expect  other 
similar  operations  before  the  end 
of  the  year." 

A decade  ago,  two  French 
banks  - Credit  Lyonnais  and 
Credit  Agricole  - were  among 
the  world’s  largest  as  measured 
by  assets,  and  SocGen  was  the 
biggest  participant  in  the  global 
derivatives  market  But  having 
stayed  on  the  sidelines  during 
the  international  merger  frenzy 
of  the  past  few  years,  France  had 
lost  its  seat  at  the  top  table  of 
global  banking. 

In  the  past  coQpte  of  years,  con- 
ditions have  changed  dramatic- 
ally. In  particular,  the  euro  has 
highlighted  the  Importance  for 
hanks  of  structuring  their  activi- 
ties along  pan-European,  rather 
than  purely  national,  lines. 

In  recent  months,  signs  have 
emerged  that  the  widely  expected 
shake-up  was  imminent.  A num- 
ber of  foreign  banks  - including 
Deutsche  Bank.  ABN-Amro  and 

The  consolidation  sweeping 
Europe’s  financial  ser- 
vices industry  ism  mean  a 
multiplicity  of  rotes  for  individu- 
als such  as  Ctende  B£b£ar(  chair- 
man of  Axa,  fire  French  insurer. 

On  the  same  day  he  was 
flagged  as  a future  board  man- 
bo-  of  SG  Paribas,  the  enlarged 
French  hanking  group.  Mr 
Bfibiar  was  explaining  why  Axa 
had  made  a recommended  offer 
for  Guardian  Royal  Exchange, 
one  of  the  oldest  names  to  Brit- 
ish insurance. 

Asa’s  proposed  acquisition  is 
the  latest  in  a series  of  cross- 
border  acquisitions  that  have 
seen  the  emergence  of  a "pre- 
mier league"  of  European  insur- 
ers. When  Allianz  recently 
acquired  AGF,  the  French 


IN G of  the  Netherlands,  and 
Italy's  San  Paolo-Imi  Bank  - 
have  expressed  their  interest  in 
establishing  a foothold  in  the 
French  market  by  acquiring,  or 
forging  alliances  with,  French 

hanks. 

For  some  time,  though,  nothing 
happened.  Potential  predators 
among  foreign  banks  adopted  a 
wait-and-see  attitude,  with  each 
player,  as  In  a poker  game,  hop- 
ing another  will  show  its  cards 
first 

Several  factors  help  to  explain 
their  reluctance  to  make  a big 
move  in  France.  First  the  per- 
ceived aversion  of  the  leftwing 
coalition  government  to  hostile 
takeovers. 

Second,  the  power  of  mutually 
owned  and/or  state-owned  banks. 
(Credit  Agricole,  now  the  second- 
largest  bank  and  the  largest 
before  yesterday's  merger  was 
announced,  is  mutually  owned). 
Mutually  owned  banks  are  under 
little  or  no  pressure  to  distribute 


earnings  in  the  form  of  divi- 
dends. Some  state-owned  banks, 
such  as  the  Caisse  d’Epargne 
savings  bank,  have  a monopoly 
on  savings  accounts  that  pay 
high-yielding  interest  rates  and 
make  it  difficult  for  commercial 
hanks  to  compete  for  savings. 
Indeed,  other  French  banka  com- 
plain of  unfair  competition  from 
mutuals  and  state-owned  banks. 

Third,  the  privatisation  method 
chosen  for  Credit  Lyonnais  locks 
np  a large  proportion  of  the 
bank's  capital  among  "friendly 
partner-shareholders”  and  makes 
it  all  but  Impossible  for  a buyer 
to  gain  controL  The  government 
wants  half  a dozen  banks  to  take 
stakes  of  around  5 per  cent  each 
- and  leave  the  current-  manag- 
ers in  place. 

Lastly,  there  were  fears  that 
inefficiencies  in  the  French  bank- 
ing system  might  be  exacerbated 
by  the  introduction  next  year  of  a 
shorter  working  week.  Banks  are 
considered  to  be  more  vulnerable 


thaw  many  companies  to  this 
change  because  it  is  harder  for 
them  to  change  working  shifts 
and  patterns  to  offset  the 
increased  costs  the  law  involves. 

Last  year,  however,  the  pres- 
sure on  profitability  due  to 
cut-throat  competition  for  busi- 
ness between  French  banks,  was 
lifted  - however,  temporarily  - 
by  the  improvement  in  the  econ- 
omy. With  consumer  spending 
and  the  property  market  picking 
up.  most  banks  reported  record 
profits  from  their  retail  activities 
in  the  first  half,  offsetting  emerg- 
ing market-related  losses. 

That  forms  the  background  to 
France’s  largest  banking  merger. 
What  might  happen  now? 

Last  week,  Swiss  Life,  the 
insurance  company  partly  owned 
by  UBS.  announced  it  had 
increased  its  stake  in  Credit  Com- 
mercial de  France,  one  of 
France’s  10  largest  banks,  to 
above  10  per  cent 
However,  Swiss  Life,  which  had 


Euro  premier  league 

Different  tax  regimes  and  pension  systems  are  delaying  a fuller 
consolidation  of  Europe's  insurance  industry,  says  Andrew  Bolger 


insurer,  the  German  company 
said  it  was  keen  to  secure  a 
prominent  market  position  in 
France  and  other  euro-zone  conn- 
tries.  ING,  the  Netherlands 
insurance  and  banking  group, 
said  its  acquisition  of  BBL,  the 
Belgian  bank,  had  given  it  a sec- 
ond home  in  Europe. 

Last  week  GE  Capital,  the 
financial  services  subsidiary  of 
US  group  General  Electric, 
brought  together  its  European 
consumer  insurance  and  invest- 
ment activities  into  a new  com- 


pany called  GE  Insurance  Hold- 
ings, forces  Unging  further  con- 
siderable consolidation  among 
European  Insurers.  But  Merrill 
Lynch,  the  investment  bank, 
estimates  there  are  still  more 
than  5,000  insurers. 

Consolidation  and  the  launch 
of  the  euro  are  expected  to  have 
most  impact  in  markets  that  are 
already  transnational,  such  as 
commercial  insurance  and  rein- 
surance. Munich  Re,  the  large 
German  reinsurer,  has  predicted 
that  demand  for  reinsurance 


cover  win  also  increase  if  the 
launch  of  the  euro  leads  to  an 
economic  upswing.  However, 
Munich  Re  believes  the  euro  will 
also  intensify  competition. 

There  is  also  a growing  realis- 
ation that  a simple  consolidation 
logic  cannot  be  applied  easily  to 
potentially  profitable  areas  such 
as  the  life  assurance  and  pen- 
sions market,  which  is  bound  to 
grow  as  European  governments 
transfer  more  of  their  pensions 
burden  from  the  public  to  the 
private  sector.  Pensions  are  so 


OBSERVER 


Claude  bags 
his  prey 


The  big  game  hunter  at  the  helm 
of  French  insurance  giant  Axa 
has  made  another  faffing.  Claude 
Bdb&r.  Axa's  wily  chairman,  has 
steikad  the  venerabte  Guardian 
Royal  Exchange.  But  when  he’s 
not  plotting  acquisitions,  he’s 
indulg&ig  Ns  passion  for  shooting 
game  - usually  In  France's 
former  colonies.  Hfe  office,  which 
looks  more  Bee  a gentleman's 
dub,  is  fined  with  antique  British 
guns  and  stuffed  animate'  heads. 

The  sfciBs  required  for  Bdbgar’s 
hobby  might  have  proved  useful 
as  he  prepared  to  pounce  on 
GRE  After  putting  GRE  into  play 
in  November,  Axa  went  very 
quiet  White  other  prospective 
bidders  spun  their  stories,  Axa 
got  to  work  lining  up  buyers  for 
tf»  bits  erf  GRE  that  would  not  fit 
with  Axa’s  UK  subsidiary.  Sun 
Life  and  Provincial  Holdings. 

The  only  question;  is  GRE 
worth  bagging?  One  reason 
Axa’s  offer  beat  Royal  & Sun 
Affiance  was  that  the  market 
decided  B6bear  had  lost  interest 
In  GRE  - and  marked  up  Sun 
Life's  shares  in  relief.  The  sharp 
drop  m Sun  life's  share  price 
yesterday  suggests  the  hunt 
might  not  yet  be  over. 

Job  share 

France's  financial  elite  occupies 
an  endearingly  small  world.  White 
chief  executives  may  move  from 


bank  to  bank,  the  same  short  Fist 
stays  in  power  for  decades. 

But  there  are  pitfalls  In  viewing 
the  Sodfite  Gen6rale-Paribas 
deal  as  another  manifestation  of 
the  stranglehold  of  the  Ecole 
Nationale  d'Administration  and 
the  Polytechnique  on  the  Paris 
financial  system.  Daniel  Bouton, 
SG’s  chief  executive,  fits  most 
closely  into  the  traditional  mould, 
graduating  from  ENA  and  serving 
most  of  his  career  in  the  finance 
ministry.  Andre  LSvy-Lang,  on 
the  other  hand,  although  a 
Pdytechnlcten.  jumped  quickly 
into  industry  before  hopping 
sideways  into  the  distinctly 
unconventional  Compagnie 
Baneaire. 

Still,  the  two  baths  have  opted 
for  a distinctively  French 
management  carve-up.  Paris 
investment  bankers  explain  that 
French  chief  executives  don’t  get 
as  much  money  as  their  US 
counterparts,  so  they  have  to 
seek  gratification  In  the  power 
and  privileges  of  the  job.  That 
makes  it  harder  for  anyone  to 
give  ground  in  a merger.  But 
Paribas  and  SG  have  neatly 
resolved  the  dilemma  by  putting 
the  cerebral  L6vy-Lang  in  .the  top 
seat  for  the  next  three  years  - 
with  Bouton  scheduled  to  take 
over  in  2002. 

Calorie  wars 

Carnival  season  in  Germany 
always  takes  a tot  of  explaining. 
But  what,  exactly,  was  John  C. 
Komblum,  the  US  ambassador  in 


Bonn,  doing  in  yesterday’s 
mass-market  BlkJ  newspaper, 
dressed  as  a cowboy  and 
clinging  to  Heide  Sim  on  Is,  the 
bewigged  prime  minister  of 
ScWeswig-Holstein7 

Komblum  was  getting  this 
year's  "award  against  deadly 
seriousness”,  given  annually  by 
Aachen  carnival  organisers  to 
prominent  individuals  "for 
showing  true  humour  and 
humanity  in  his  or  her  public 
position”.  He  rose  to  the 
occasion  by  threatening  an 
ambassadorial  blockade  of  the 
Bonn  govern mait  quarter  if 
Joschka  Fischer,  the  slimline 
Green  foreign  minister,  insisted 
on  pushing  his  personal  regime 
of  vegetables  and  jogging  on  to 
the  diplomatic  corps. 

Komblum  said  that  “no  first 
use"  might  be  a suitable  strategy 
for  nuclear  weapons  "but  with 
creme  fraiche,  it's  out  of  the 
question".  There  was  further 
belligerent  talk  of  ambassadors 
hanging  on  to  their  ‘arsenal  of 
Cognac,  smoked  salmon  and 
steaks".  Heaven  knows  how  he 
explained  it  all  In  a telegram  to 
Washington. 

Laugh  a minute 

The  annual  banquet  of  The 
Bankers  Club  Is  becoming  a 
London  showcase  for  candidates 
for  tite  presidency  of  the 
European  Central  Bank.  Last 
year,  Wim  Duteenberg,  then  still 
unconfirmed  in  the  job,  set  out  to 
defiver  "the  dullest  speech 


imaginable",  on  the  widely  held 
premise  that  the  last  thing 
anyone  expected  from  a central 
banker  was  excitement  He  didn’t 
disappoint;  laughter  was  as  rare 
as  a benevolent  banker. 

Last  night,  the  guest  speaker 
was  Bank  of  France  governor 
Jean-Claude  Trichet,  whose 
desire  to  relieve  the  lugubrious 
Dutchman  of  his  Frankfurt  duties 
still  bums  deep  within  him.  But 
bankers  also  know  better  than  to 
expect  a fun-packed  speech 
from  Trichet 

Though  Observer  can  confirm 
that  he  is,  on  occasions,  verging 
on  the  jovial,  rt  appears  that 
Trichet  and  Yves-Thibaiit  da 
Sflguy,  the  French  EU 
commissioner,  have  only  me 
euro  joke  between  them.  Both 
men  used  it  during  last  year's 
Washington  conference.  At  least 
It  wasn't  about  Duteenberg. 

Tea  strainer 

Is  it  tea-time  for  Londoners?  Tea 
and  coffee  seller  Wh'rttard  of 
Chelsea  wants  to  knock  the  froth 
off  those  painfully  trendy  coffee 
bars  that  seem  to  have  claimed 
the  capital's  streets.  But  Rod 
McKie,  the  managing  director 
who  counts  the  beans  at  Coffee 
Repub  Be,  says  Whittard  is  selling 
more  coffee  than  tea  at  its  first 
"t-bar”  in  London's  Baker  Street. 
He  reckons  tea  wffl  never  be  in 
vogue  because  no  one  knows 
what  to  do  with  the  bag. 

Observer  will  have  to  let  that  one 
stew. 


to  disclose  Its  intentions  under 
French  market  regulations,  said 
it  had  "no  intention  to  take  con- 
trol of  CCF". 

So  with  CCF,  (which  many  had 
seen  as  a target)  considered  at 
least  temporarily  out  of  play, 
attention  has  turned  to  Banque 
Nationale  de  Paris. 

Until  recently  BNP  was  Soc- 
Gen’s  direct  rival  in  commercial 
banking.  It  is  still  France's  third- 
large  St  bank  but  SocGen’s 
merger  has  opened  up  a huge  gap 
in  size  between  the  two. 

"This  merger  puts  BNP  in  an 
unsustainable  position,"  says  a 
hanking  analyst.  "It  win  have  to 
react  fast,  or  risk  being  marginal- 
ised, especially  in  investment 
banking.’’ 

But  what  can  BNP  do?  The 
most  obvious  move  - and  still 
the  most  likely  - is  to  link  up 
with  another  large  French  bank. 
Along  with  Paribas  and  SocGen, 
BNP  has  expressed  interest  in 
acquiring  a sizeable  stake  (of 
more  than  5 per  cent)  in  Credit 
Lyonnais.  Analysts  believe  yes- 
terday's deal  could  boost  BNP's 
chances  over  Its  rivals. 

Such  a deal  might  also  face 
little  opposition  from  the  govern- 
ment, which  is  thought  to  favour 
domestic  alliances  over  cross- 
border  mergers. 

But  there  might  still  be  a prob- 
lem. Paribas  is  the  only  bank  in 
France  without  a branch  net- 
work. Any  other  merger  would 
almost  certainly  involve  job  cuts, 
which  could  provoke  opposition 
from  unions.  "SocGen  and  Pari- 
bas made  the  easiest,  most  obvi- 
ous, move."  says  one  analyst.  “It 
does  not  involve  any  politically 
sensitive  job  cuts.  Any  other 
tie-up  between  two  French  banks 
will  only  make  sense  if  it  offers 
potential  for  cost  savings.  This 
means  branch  closures  and  staff- 
ing cuts." 

So  there  is  another  possibility: 
BNP  might  seek  a cross-border 
alliance  - a strategy  which  many 
analysts  consider  the  more  likely. 
That  opens  up  the  possibility  of  a 
large  foreign  bank  entering  the 
French  hanking  system. 

If  that  happens,  the  move 
might  well  be  a dramatic  one. 
"This  government  is  not  likely  to 
allow  a bank  the  size  of  Deutsche 
or  ING  to  make  more  than  one 
French  acquisition,”  says  one 
banker.  "So  if  you  have  a war 
chest  large  enough  to  aim  for  a 
hank  the  size  of  Credit  Lyonnais, 
you  are  not  going  to  waste  your 
only  opportunity  to  enter  this 
market  on  a second-tier 
player." 

And  if  a first-tier  bank  in 
France  is  indeed  swallowed  up  by 
a bank  from  another  European 
country,  the  story  of  French 
hanking  will  move  from  domestic 
consolidation  to  integration  in 
Europe. 

inextricably  entwined  with 
national  tax  regimes  and  laws 
that  there  is  very  little  scope  for 
trans-European  products  - 
although  the  biggest  groups  such 
as  Axa  and  Allianz  can  certainly 
benefit  from  centralised  asset 

mana|W!int»ni 

KeesStorm,  chairman  of 
Aegon,  the  international  life 
assurance  and  pensions  group 
based  in  the  Netherlands,  says 
the  ability  to  pool  asset  manage- 
ment is  the  real  significance  of 
Allianz’s  acquisition  of  AGF.  "If 
they  had  believed  in  euroland 
they  would  not  have  had  to 
acquire  that  big  group  - they 
would  have  done  it  from  Ger- 
many," he  says.  "But  I don’t  see 
any  French  customer  baying  a 
policy  in  Germany." 


100  years  ago 

The  Viceroy  Speaks 
In  the  course  of  his  reply  to  an 
address  presented  by  the 
Calcutta  Trades  Association, 
Lord  Curzon,  the  Viceroy  of 
India,  said:  “I  am  certainly  of 
the  opinion  that  English  money 
should  be  attracted  to  India. 
The  Government  should  do 
what  ties  in  its  power  to 
encourage  such  a movement. 
The  opposite  theory  which  has 
been  argued,  namely  that  the 
employment  of  British  capital 
constitutes  a drain  on  the 
natural  resources  of  the 
country,  I regard  as  a 
mischievous  delusion.  I 
consider  that  British  and  native 
capital  is  needed  for  the 
development  of  India.  Native 
capital  is  shy,  and  requires  to 
be  coaxed.  It  is  not  yet 
habituated,  at  least  in  Bengal, 
to  large  ventures." 

50  years  ago 

Foreign  Capital  In  India 
Calcutta,  Feb.  1.  On  the  eve  of 
the  new  session,  it  looks 
doubtful  whether  the  Indian 
Parliament  will  get  through  the 
agenda  of  seventy  Bills 
scheduled  for  debate,  it  is 
understood  that  the  Premier 
himself  will  make  an  early 
statement  on  the  future  role  of 
foreign  capital  in  India,  and  the 
indications  point  to  a more 
liberal  and  reafetic  treatment 
of  this  sttoject 
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THE  LEX  COLUMN 


Parisian  Societe 


If  ever  a deal  was  likely  to  reinvigorate 
the  moribund  French  banking  sector,  this 
was  not  it.  Society  Generate  has  gone 
after  scale  not  quality  by  taking  over  Pari- 
bas. Putting  the  two  together  trill  not 
create  a more  powerful  Institution.  SG 
and  Paribas  overlap  mainly  In  Investment 
banking,  where  the  combination  will 
make  them  world  number  five  In  a few 
product  areas  like  derivatives  and  trade 
finance  - hardly  pulse-racing  stuff.  Mora 
worrylngly,  as  Paribas  has  no  branch  net- 
work, the  deal  also  fells  to  do  anything 
about  France's  over-competitive  domestic 
banking  market.  Elsewhere  in  Europe, 
banks  are  merging  to  cut  casts  in  their 
retail  networks.  The  Inability  of  French 
banks  to  follow  suit  is  becoming  a handi- 
cap. 

The  deal  does  promise  some  synergies: 
esoom  in  nnniini  pre-tax  cost  savings  from 
merging  the  two  groups'  non-French 
investment  banking  businesses.  But 
investors  are  suspicious  of  this  figure 
because  of  fears  that  cutting  Investment 
banking  costs  win  also  hit  fees.  In  addi- 
tion, although  SG  Is  saying  the  right  thing 
by  promising  to  reduce  the  amount  of 
capita]  tied  up  In  investment  banking,  it 
plans  to  spend  the  released  capital  on 
acquisitions  rather  than  returning  It  to 
shareholders.  These  factors  - coupled 
with  prior  bid  speculation  - may  explain 
why  the  value  of  the  combined  group 
barely  budged 

SC  may  have  done  tbe  wrong  deal  but  it 
still  seems  better  off  than  rival  Banque 
Nationale  de  Paris,  which  la  now  left  with- 
out a partner.  But  help  could  be  at  bund 
for  BNP;  tbe  government  could  give  It  a 
big  role  In  Credit  Lyonnais's  privatisation 
to  prevent  it  from  felling  toe  far  out  of 
contention. 


French  banks 

8hn  priest  iriatha  to  CAC  40  Mn 


lug,  HSA  can  reflect  that  there  Is  some 
justice  In  the  world.  It  met  some  scepti- 
cism over  its  plan  to  buy  ORE,  despite  the 
obvious  Industrial  logic;  compare  Its 
£150m  mooted  savings  with  Axa's  £80m. 
Sun  Life's  9 per  cent  share  price  fell  yes- 
terday showed  the  market's  displeasure  at 
a dilution  of  Its  life  assurance  core,  and 
acme  concern  at  the  challenge  It  feces  In 
improving  QRE's  flagging  profits.  But  Sun 
Life’s  shares  have  merely  been  debunked 
from  M times  book  value.  USA's  were 
struggling  even  to  match  h. 

The  price  obtained  for  QBE  does  not 
look  Impressive,  qre:  may  point  to  a net 
asset  value  of  283p  a share  to  make  the 
multiple  took  respectable  at  dose  to  14 
times.  But  this  admits  to  destroying 
nearly  £500m  of  value  last  year  in  Its 
health  Insurance  and  US  acquisitions, 
whereas  Axa  appears  to  have  sold  the 
latter  for  close  to  what  ORE  paid  Axa 
looks  set  to  enhance  Its  reputation  for 
buying  shrewdly  at  GRE’s  expense. 


GRE/Sun  Life 


As  auctions  go.  It  has  been  sadly  luke- 
warm. After  much  huffing  and  puffing, 
Sun  Life  and  Provincial  - and  its  French 
parent,  Axa  - are  paying  lees  than  380p  a 
share  for  GRE.  In  theory,  Eureko  should 
return  with  a cash  bid  of  38Gp.  But  as  It 
has  yet  to  conduct  due  diligence  and 
would  have  to  pinch  Axa's  buyer  for  the 
US  business,  this  looks  a long  shot.  Royal 
& Sun  Alliance  also  seems  to  be  shrug- 
ging its  shoulders.  Of  course,  this  could 
change  If  the  winner’s  shares  keep  slid- 


UK  economy 

Recession,  what  recession?  That  could 
be  the  attitude  of  the  Bank  of  England's 
monetary  policy  committee  when  it  meets 
later  this  week.  After  alL  the  economy  did 
not  shrink  in  the  final  quarter  of  1998  - 
contrary  to  the  dire  predictions  of  some. 
And  last  week's  Confederation  of  British 
Industry  survey  shows  business  Is  not 
quite  as  pessimistic  as  it  was  about 
growth.  So  there  Is  no  point  in  cutting 
rates,  is  there? 

Hold  on  a moment.  The  economy  may 


Caterpillar 

If  Glen  Barton  has  any  qualms  when  he 
takes  over  as  the  new  boss  at  Caterpillar 
this  week,  he  can  console  himself  that  the 
task  confronting  his  predecessor  was 
much  more  daunting.  Donald  Fites  took 
up  the  reins  In  1990,  when  the  world’s 
biggest  maker  of  heavy  earthmovlng 
equipment  was  desperately  trying  to  over- 
haul its  manufacturing  operations  in  the 
face  of  acute  competition  horn  Japan's 
Komatsu  and  a domestic  market  plunging 
Into  recession.  Today,  the  situation  Is  less 
serious,  and  the  financial  strength  min 
underlying  productivity  at  Caterpillar 
hugely  Improved.  Still,  there  are  enough 
short-term  worries  to  have  pegged  the 
shares  for  the  best  part  of  two  years. 

While  the  US  construction  market 
remains  healthy,  price  competition  Is 
developing  In  key  lines,  such  as  backhoes. 
And  while  the  farm  sector’s  woes  have  a 
modest  direct  Impact,  they  could  hurt  the 
group's  Perking  Engines  subsidiary,  Brazil 
and  Its  possible  domino  effect  on  Latin 
America,  to  tow  important  to  the  company 
than  the  Airfm  crisis,  but  it  Is  hardly 
helpful 

Perhaps  Mr  Barton's  best  hope  Is  that 
Asia  Is  beginning  to  bottom  out,  while  US 
demand  remains  reasonable.  Thai  way, 
Caterpillar  may  get  away  with  the  10-15 
per  cent  earnings  decline  analysts  are 
forecasting  for  this  year.  But  with  so 
much  scope  for  slippage  if  events  go  awry, 
the  shares,  even  on  a forward  ratio  of  only 
IS  times  earnings,  do  not  look  attractive. 
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Europe  today 
Scandinavia  wffl  be  warmer  than 
racwitly  wWi  Author  outbreak*  erf 
snow  In  tfw  north  but  rain  Irt  (ft* 
wosl  Southern  arm  should  bo 
dry  and  sunny  after  early  mist  or 
tog.  Tbs  BaSic  States  and  eastern 
Europe  wffl  sew  snow  spreading 
oast;  a faw  showers  wtt  be  scat- 
tered across  me  Balkans  and 
northern  Greece.  The  Mediter- 
ranean wffl  be  chilly  with  heavy 
showers  or  ihundwstorms  but  the 
Iberian  Peninsula  will  become  dry. 
North-west  Europe  wU  be  mostly 
dry  end  a tittle  milder  than  recently. 

Five-day  forecast 

The  warming  trend  wfll  contJnu* 
across  north-west  Europe,  with  rein 
only  pushing  southwards  towards 
the  weekend.  In  Scandinavia  there 
wffl  be  rain  but  more  snow  in  the 
north.  Eastern  Bumps  wfll  stay  eoW 
with  tag  patches  but  snow  showers 
wffl  return  Ister  in  the  week.  The 
Mediterranean  wig  remain  ehowery 
and  cool  tor  s few  days. 
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US  manufacturers  bounce 
back  as  Europe  shrinks 


well  not  be  In  reverse.  But  It  is,  at  best, 
spluttering  along  and  tbe  recovery  in  sen- 
timent Is  fragile.  Equally  important,  busi- 
nesses are  even  more  gloomy  about  their 
ability  to  raise  prices  than  they  are  about 
output  Witness  yesterday's  record  low 
reading  on  prices  In  the  Purchasing  Man- 
agers' Index. 

True,  underlying  retail  price  Inflation 
did  poke  its  head  above  the  2J  per  cent 
target  In  December,  But  deflationary  ten- 
dencies remain  and,  on  a medium-term 
basis,  inflation  looks  Uke  undershooting 
its  target.  Add  In  the  feet  that  sterling  has 
recently  strengthened  and  that  base  rates 
of  6 per  cent  are  perhaps  l percentage 
p&lnt  above  the  level  consistent  with  a 
neutral  monetary  policy  - another  half 
point  cut  looks  appropriate. 


By  Richard  Adwns 

in  London 


European  manufacturing  continues 
to  shrink  - In  sharp  contrast  to  the 
US  where  manufacturers  are  staging 
a recovery  at  home  and  abroad, 
according  to  surveys  published  yes- 
terday. 

The  figures  also  show  that  defla- 
tion within  Europe  may  soon 
became'  apparent,  with  the  price  of 
materials  paid  by  manufacturers 
continuing  to  fan. 

Surveys  of  manufacturing  pur- 
chasing managers  In  Germany,  tbe 
UK,  Italy  and  Switzerland  all 
reported  continued  contractions  In 
output  and  orders  in  the  sector. 

In  contrast,  tbe  US  National  Asso- 
ciation of  Purchasing  Managers' 
index  saw  activity  rebound  sharply 
last  month. 

The  German,  Italian  and  UK  fig- 
ures add  fuel  to  calls  for  lower  Inter- 
est rates.  The  European  Central 
Bank  (ECB)  and  the  Bank  of 
England  both  hold  meetings  on 
Thursday  to  set  monetary  policy. 

A majority  of  analysts  expect  the 


UK’s  monetary  policy  committee  to 
cut  rates,  while  weekend  -comments 
by  Wlzn  Duisenberg,  president  of  the 
ECB,  cast  doubt  on  a euro-zone  cat 
this  week. 

Mr  Duisenberg  said  rates  would 
need  to  be  cut  only  if  there  was  a 
persistent  fall  in  the  level  of  prices 
in  the  eurozone.  But  a further  fell  in 
the  German  Index  of  prices  paid  by 
manufacturers  suggested  deflation 
may  not  be  far  away. 

The  German  Index  fell  39.3  in 
December  to  37.4  last  month,  well 
below  the  “break  even"  Index  level 
of  SO.  Any  reading  under  50  implies 
activity  to  contracting. 

“This  Is  fuelling  fears  that  Ger- 
many Is  close  to  deflation,"  said  Rob- 
ert Lind,  a European  economist  at 
ABN  Amro  investment  bank. 

The  UK  Index  also  showed  a rapid 
fell  in  the  prices  paid  by  companies 
for  supplies.  The  Chartered  Institute 
of  Purchasing  and  Supply  said  Its 
prices  index  was  32.3  in  January,  its 
lowest  level  in  the  survey's  seven- 
year  history. 

This  was  largely  attributed  to 
greater  discounting  by  suppliers, 
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Clinton  is  set  for  struggle  with 
Congress  over  $l,770bn  budget 


By  Gerard  Baker  aid  Deborah  McSregor 
In  Washington 


President  Bill  Clinton  yesterday 
promised  "a  new  era  of  opportunity” 
when  he  unveiled  next  year’s  bud- 
get forecasting  mare  than  S2400bn 
(€2.700bn)  In  surpluses  over  a decade 
and  opening  a fierce  struggle  with 
Republicans  over  how  to  spend  the 
money. 

Announcing  the  fl.770bn  budget 
plan  for  the  next  fiscal  year,  Mr  Clin- 
ton outlined  proposals  for  strength- 
ening the  Social  Security  retirement 
fund  and  shoring  up  Medicare,  the 
federally  funded  health  insurance 
plan  for  the  elderly. 

He  also  proposed  billions  of  dollars 
In  new  spending  on  defence,  educa- 
tion and  on  domestic  programmes 
ranging  from  child  care  to  the  envi- 
ronment. 

Sealing  his  budget  to  Congress  far 
the  year  starting  this  October,  Mr 
Clinton  hailed  an  historic  turn- 
around from  the  run  of  federal  defi- 
cits stretching  back  to  the  1960s. 

"Last  year  for  the  first  time  in 
three  decades,  we  turned  red  ink  to 


black,”  he  said.  “Our  economic 
house  is  in  order  and  strong.1' 

The  presidential  plan  to  the  open- 
ing bid  in  the  annual  budget  process. 
Mr  Clinton’s  proposals  require 
approval  by  a Republican-led  Con- 
gress that  has  shown  little  appetite 
for  his  fiscal  priorities. 

Though  they  have  indicated  sup- 
port for  measures  to  save  Social 
Security,  Republicans  have  already 
made  clear  their  wish  to  see 
across-the-board  cuts  in  Income  tax 
rates,  which  would  return  more  than 
$600bn  to  taxpayers  over  a decade. 

Pete  Domenici,  chairman  of  the 
Senate  Budget  Committee,  said:  1 
believe  American  taxpayers  have 
given  us  more  of  their  money  than 
we  need,  and  we  should  return  it  to 
them." 

Mr  Clinton  reiterated  his  commit- 
ment to  restoring  Social  Security 
and  Medicare  by  devoting  about 
three-quarters  of  the  federal  sur- 
pluses to  them. 

He  proposed  spending  about  10  per 
cent  of  the  surplus  on  new  individ- 
ual retirement  accounts  that  would 
subsidise  workers  wishing  to  set 
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Congratulations 


Government  of  the 
Russian  Federation 


on  the  sale  of  a 2.5%  stake  in 


OAO  Gazprom 


Ruhrgas  AG 


valued  at 


US$660,000,000 
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both  domestically  and  overseas, 
with  prices  befog  driven  lower  by 
weaker  global  demand  and  the 
excess  supply  of  many  goods,"  tbe 
Institute  said. 

The  UK  Index  showed  a slight 
improvement  in  the  decline  in 
output  and  export  orders,  but  quan- 
tity of  purchases  and  employment 
contracted  at  a fester  rate. 

The  German  data  also  recorded  a 
slower  rate  of  contraction  In  output 
and  export  orders,  but  employment 
weakened  further  after  a recovery  in 
the  previous  two  months. 

In  the  US,  Norbert  Ore,  chairman 
of  the  national  association,  said  the 
rapid  jump  showed  manufacturers 
were  optimistic  about  a recovery  In 
the  sector  this  year. 

Production  and  new  order  figures 
In  the  US  last  month  both  moved 
from  well  below  the  “break  even"  in 
December  - to  53.1  and  51.3  respec- 
tively. 

Analysts  said  tbe  Increase  was 
helped  by  growth  in  exports,  which 
rose  from  44.7  to  49.8. 


aside  further  funds  for  retirement 
He  suggested  reserving  the  final  por- 
tion of  the  surplus  - about  ll  per 
cent  - for  “pressing  national  needs" 
Including  education,  other  domestic 
priorities  and  maintBining  military 
readiness. 

Mr  Clinton  called  for  more  than 
three  dozen  targeted  tax  relief  mea- 
sures, totalling  $36.2bn  over  five 
years.  For  families,  there  was  a pro- 
posed 81,000  tax  credit  to  help  cover 
the  costs  of  caring  far  a disabled  or 
chronically  til  relative. 

The  continuing  Improvement  in 
the  US  federal  government's  fiscal 
position  stems  from  a number  of  eco- 
nomic, legislative  and  technical  fee- 
tors  that  have  bolstered  revenues 
and  restrained  spending. 

Strong  growth,  low  unemploy- 
ment low  inflation  and  a surging 
stock  market  have  been  the  main 
economic  factors,  while  lower 
defence  costs  and  a succession  of 
budgets  that  have  kept  spending  In 
check  have  also  helped. 
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Life  assurers  break  with  tradition 

Japan's  vast  life  insurance  sector  has  a lot  to 
contend  with  at  the  moment.  As  well  as  a bleak 
business  environment,  new  legislation  is  about 
to  be  introduced  and  the  Financial  Supervisory 
Agency  is  to  examine  the  sector.  Mergers,  stock 
market  offerings  and  direct  marketing  are 
among  the  solutions  that  companies  have  come 
up  with  to  end  the  malaise.  Page  26 

Blue  Circle  looks  to  an  Asian  future 

Blue  Circle,  in  common  with  other  multi  national 
cement  companies,  is  shutting  down  small, 
high-cost  plants  in  western  markets  and  Invest- 
ing in  big  plants  in  south-east  Asia.  The  east- 
ward expansion  Is  likely  to  dilute  earnings  for  at 
least  two  years.  But  Blue  Circle  is  looking  at 
least  15  years  ahead,  when  it  believes  its 
investments  will  start  paying  off.  Page  28 

Lucky  strike  at  Mexican  mine 

Grupo  Mexico,  responsible  for  95  per  cent  of 
Mexico's  copper  output,  is  sanguine  about  a 
labour  dispute  at  its  huge  open  pit  Cananea 
mine.  This  is  because  the  cost  of  producing 
copper  concentrate  at  the  ageing  Cananea  is 
about  67  cents  a pound  - while  the  market 
price  is  65  cents  a pound.  Page  32 

Symbolic  index  faces  up  to  reality 

These  are  not  easy 

Palestine  times  for  the  Palestine 

Ai  dials  index  Securities  Exchange  as 

200 ! it  approaches  its  sec- 

ond birthday.  The 
PSE's  establishment 
was  as  much  a symbol 
of  Palestinian  sover- 
eignty as  a way  of  set- 
ting up  a viable  finan- 
cial system.  But  with 
the  Israeii-Palestinian 
peace  process  aH  but 
collapsed,  and  no  free  movement  of  goods,  ser- 
vices and  people  from  the  Palestinian-controlled 
areas  of  the  West  Bank  and  Qara  to  the  outside 
world,  investors  believe  the  risks  are  simply  too 
high.  Page  42 

Freeport  McMoRan  out  of  favour 

Freeport  McMoRan,  the  US  mining  company 
that  operates  the  world's  largest  gold  mine  and 
third  largest  copper  mine,  is  struggling  to  reach 
a compromise  with  Indonesian  officials  who 
want  to  double  the  royalties  it  pays  and  block 
its  expansion  plans.  Freeport  has  been  the 
prime  target  of  a public  backlash  against  inves- 
tors closely  affiliated  with  forma-  president 
Suharto.  Page  32 

SFE  to  trade  commodities  on  screen 

The  Sydney  Futures  Exchange  has  formed  a 
joint  venture  with  Computershare,  an  informa- 
tion technology  provider,  and  Agtex  Australia,  * 
an  agricultural  services  group,  to  astabfeh  an 
electronic  trading  market  for  physical  commodi- 
ties, to  be  known  as  the  Commodities 
Exchange  of  Australia  Traders  and  farmers  wel- 
comed the  move.  Peg*  32 
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AT&T  links  up  with  Time  Warner 

Joint' venture  will  bypass  Baby  Bells  to  deliver  telephone  services  to  20  million  US  homes 


By  Richard  Waters  In  New  York 

AT&T  yesterday  announced  a 
joint  venture  with  Time 
Warner,  one  erf  two  companies 
that  dominate  the  US  cable 
television  business,  which  will 
enable  tt  to  reach  directly  into 
an  additional  20m  American 
homes. 

The  deal  represents  an 
Important  part  of  the  national 
jigsaw  that  the  largest  US  tele- 
communications company  is 
trying  to  piece  together  as  it 
seeks  to  extend  its  network. 

The  joint  venture  echoes 
AT&T’s  pending  acquisition  of 
Telecommunications  Inc, 
announced  last  summer  Both 
deals  will  make  it  possible  to 


sell  local  and  long-distance 
telephone  services  directly  to 
Americans,  rather  than  relying 
on  the  networks  of  rival  local 
carriers,  or  Baby  Bells,  to 
carry  its  calls  into  the  home. 

Time  Warner’s  cables  pass 
20m  homes,  or  roughly  a fifth 
of  the  total,  and  the  company 
claims  12.6m  cable  subscribers. 
TCI  has  10.5m  subscribers  but, 
including  affiliates,  its  cable 
networks  pass  33m  homes. 

The  new  joint  venture  would 
make  it  possible  for  AT&T  to 
reach  into  some  of  the  biggest 
US  cities.  Including  New  York, 
and  offer  telephone  services 
for  20  per  cent  less  than  resi- 
dential customers  currently 
pay,  said  Michael  Armstrong, 


chairman  of  AT&T.  Unlike  the 
TCI  acquisition,  however,  the 
Time  Warner  venture  will  not 
open  a route  for  AT&T  to  sell 
high-speed  internet  access  ser- 
vices, expected  to  represent 
one  of  the  fastest-growing 
parts  of  household  spending  on 
communications  services. 

Time  Warner's  own  Road 
Runner  service  provides  a 
rival  to  At  Home,  the 
high-speed  data  company  that 
will  come  under  AT&T’s  con- 
trol when  It  buys  TCL 

Gerald  Levin,  chairman  of 
Time  Warner,  claimed  that  the 
overlap  would  not  hamper  the 
AT&T  and  Time  Warner  ven- 
ture. He  described  high-speed 
internet  access  as  “essentially 
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It’s  love  at  first  sight  as  Europe’s 
investors  fall  for  the  euro’s  charms 

The  single  currency  is  seen  as  more  than  the  sum  of 
its  parts,  writes  Edward  Luce,  Capital  Markets  Editor 


European  investors  and  bor- 
rowers have  embraced  the 
single  currency  with 
enthusiasm.  Although  bankers 
warn  that  the  euro’s  50  per 
cent  share  of  all  international 
bond  issuance  in  January  is 
likely  to  fall  slightly  in  the 
next  few  weeks,  the  currency 
has  clearly  established  equal- 
ity with  the  US  dollar  at  its 
inception.  "No  other  currency 
really  enters  the  frame,"  said  a 
senior  US  banker. 

Given  that  the  eleven  “leg- 
acy" currencies  never  sur- 
passed a share  of  more  than  35 
per  cent  of  International  bond 
issuance,  the  euro  is  clearly 
seen  as  more  than  a sum  of  its 
parts. 

This  is  because  international 
investors  - including  the  Japa- 
nese who  remain  large  buyers 
of  foreign  bonds  - prize  liquid- 
ity, the  ability  to  buy  and  sell 
a security  with  ease. 

Of  the  legacy  currencies, 
only  the  D-Mark,  with  a share 
of  between  15  to  20  per  cent  of 
international  issuance  in 
recent  years,  provided  suffi- 
cient liquidity  for  the  large  US 
and  Asian  funds. 

Bond  officials  point  to  a 
recent  €Sbrt  ($3.4hn)  Issue  by 
Defpa.  the  German  public  sec- 
tor bank,  of  which  about  a 
third  was  distributed  to  Japan. 
The  proportion  would  have 
been  much  lower  12  months 


ago  when  the  bond  would  have 
been  denominated  in  D-Marks. 

A second  factor  is  that 
although  the  proportion  of 
bonds  issued  in  euros  will 
probably  fall  to  a level  roughly 
equal  with  the  share  of  the  US 
dollar  in  the  next  few  months, 
its  share  of  issuance  in  Janu- 
ary coincided  with  a very  pro- 
lific few  weeks  erf  borrowing. 

Just  over  US$l40bn  worth  of 
bonds  were  issued,  one  of  the 
highest-volume  months  on 
record.  Of  this.  369bn  worth 
was  issued  in  the  single  cur- 
rency. 

Bankers  say  that  the  euro’s 
flying  start  has  been  aided  by 
the  feet  that  long  term  interest 
rates  in  the  euro-zone  are  sig- 
nificantly lower  than  those  in 
the  dollar  market 

This  makes  it  cheaper  for 
companies  and  banks  to  price 
fixed-rate  issues  against  Ger- 
man government  bonds,  where 
the  10-year  yield  is  3.69  per 
cent  rather  than  against  US 
Treasury  bonds,  where  the 
yield  on  the  10-year  bench- 
mark is  4.7  per  cent 

On  the  demand  side.  Euro- 
pean investors  have  been 
happy  to  accept  the  lower 
yields  in  the  euro-zone  because 
there  is  an  expectation  that 
bond  prices  will  rise  in  the 
next  few  months,  thus  provid- 
ing them  with  capital  gains. 

“Almost  every  enro-denomi- 


nated  bond  has  been  sold  out 
on  the  same  day.”  said  Roger 
Bates,  head  of  Deutsche 
Bank’s  Emu  project  in  London. 

Meanwhile,  European  invest- 
ment banks  have  surprisingly 
outperformed  their  US  coun- 
terparts as  lead  managers  for 
bond  issues  in  the  first  month 
of  the  single  currency. 

According  to  Capital  Data 
BondWare,  the  information 
provider,  European  banks 
account  for  eigdat  out  of  ten  of 
the  most  prolific  lead  manag- 
ers of  bands  denominated  in 
the  euro. 

The  top  four  banks  are  Deut- 
sche Bank,  Commerzbank. 
Paribas  and  Dresdner,  with 
shares  of  between  six  and  ten 
per  cent  of  all  underwriting 
business  in  the  euro.  The  top 
two  US  banks  are  Lehman 
Brothers  and  Morgan  Stanley. 

However,  senior  European 
bankers  say  tbey  do  not  expect 
to  retain  their  leading  position. 
“We  have  been  very  aggressive 
in  the  first  month,”  said  the 
officiaL  “But  our  American 
friends  will  pull  out  all  stops 
to  undercut  us." 

In  addition,  the  league  tables 
may  have  been  exaggerated  by 
the  unusually  large  number  of 
German  Pfandbrief  bonds  - 
debt  secured  against  mort- 
gages and  public  sector  loans 
- which  is  a market  dominated 
by  the  big  German  banks. 


BBY  reveals  record  annual 
profits  and  merger  strategy 


By  Tom  Bins  in  Madrid 


Spain's  Banco  Bilbao  Vizcaya 
reported  record  annual  profits 
yesterday  despite  financial  tur- 
moil in  Latin  America,  where 
it  operates  a large  banking 
franchise,  and  . said  it  was  in 
the  market  for  a merger. 

“We  are  not  going  to  be  hur- 
ried [Into  a merger]  but  we 
have  always  defended  the  the- 
ory of  mergers  because  we 
believe  that  size  is  important." 
said  Emilio  Ybarra,  BBV  chair- 
man. He  added  that  BBV  had  a 


"wide  range  of  possibilities”, 
but  declined  to  say  whether  he 
had  domestic  mergers  or  cross- 
border  alliances  in  mind. 

Speculation  over  the  group’s 
future  strategy  has  heightened 
since  rival  Banco  Santander 
unveiled  a f30bn  (S34bn) 
merger  last  month  with  Banco 
Central  Hispano,  Spain's 
fourth-ranked  bank,  which  will 


create  one  of  the  largest  finan- 
cial institutions  in  the  euro- 
zone. 

Mr  Ybarra  denied  that  the 
merger  plans  announced  yes- 
terday by  French  banks 
Soci&te  G£n€rale  and  Paribas 
had  narrowed  BBVs  options. 
“There  are  still  and  will  con- 
tinue to  be  marriage  partners, 
although  we  are  under  no  obli- 
gation to  get  married." 

The  BBV  chairman  also  said 
there  was  “absolutely  no 
truth"  to  market  speculation 
that  he  was  seeking  a merger 
with  Argentaria,  the  fourth- 
ranked  domestic  bank  which 
was  ftilly  privatised  last  year. 

However,  BBVs  1998  results, 
which  were  ahead  of  forecasts, 
show  that  it  is  in  a clear  posi- 
tion further  to  consolidate  the 
Spanish  banking  sector.  It  is 
also  well  placed  to  implement 
a share  swap  alliance  with 
another  large  European  bank. 


BBV  lifted  its  net  attributable 
income  by  25.1  per  cent  to 
Ptal63£bn  (Sl.lbn).  overtaking 
Banco  Santander  - which  last 
week  reported  1998  net  profits 
of  Ptal42.1bn  - and  setting  a 
new  record  for  annual  income 
by  a Spanish  hank. 

It  was  the  fourth  consecutive 
year  that  BBV  had  raised  its 
bottom  line  by  more  than  20 
per  cent 

Mr  Ybarra  forecast  “very 
ambitious  and  achievable" 
results  for  1999  which  would 
be  broadly  in  line  with  1998. 

Last  year’s  profits  figure 
came  in  spite  of  provisioning 
of  Pta287bn.  against  Ptai84bn 
in  1997.  Provisions  in  1998 
included  extraordinary 
charges  of  Ptal72bn.  of  which 
PtaOSbn  was  allocated  to  write 
off  wholly  goodwill  arising 
from  acquisitions  in  Brazil. 
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a local  product”  provided  by  a 
local  cable  company,  rather 
than  part  of  a broader  telecom- 
munications service.  “There 
really  isn't  any  sense  of  com- 
petition here,"  he  added. 

AT&T  said  it  would  make  a 
one-off  payment  to  Time 
Warner  of  $15  for-  each  home 
passed  by  its  cable  systems,  or 
$300m.  It  will  also  face  an  addi- 
tional cost  of  $10-$15  per  sub- 
scriber to  provide  back-up 
power  to  support  the  enhanced 
cable  service,  and  an  addi- 
tional $300-$500  for  each  home 
signing  up  for  cable  telephony. 

On  top  of  that,  AT&T  said  it 
would  pay  an  Initial  monthly 
fee  of  $1.50.  rising  eventually 
to  $6,  for  each  telephone  sub- 


scriber. though  it  described 
this  as  “far  below"  what  it 
would  cost  to  lease  wires  from 
the  Baby  Bells.  The  telephone 
service  will  be  provided  by  a 
new  company  which  is  77.5  per 
cent  owned  by  AT&T,  with 
Time  Warner  owning  the  rest. 

The  company  will  have 
exclusive  rights  to  Time  Warn- 
er's network  for  20  years. 

The  two  said  they  planned 
trials  before  the  end  of  the 
year,  with  the  new  service 
becoming  commercially  avail- 
able next  year. 

Time  Warner  should  finish 
upgrading  its  networks  to 
carry  two-way  calls  by  the  end 
of  this  year,  ahead  of  TCL  said 
Mr  Armstrong. 


UK’s  National 
Grid  pays  $634m 
for  Eastern 


By  Andrew  Taylor, 

Utfflttes  Correspondent 

National  Grid,  the  UK 
electricity  transmissions 
group,  yesterday  announced 
the  agreed  purchase  of  Eastern 
Utilities  Associates  in  the  US 
for  S634m.  taking  its  recent 
spending  on  US  power  acquisi- 
tions to  almost  $4bn. 

The  UK  group  seven  weeks 
ago  announced  an  agreed 
$3.2bn  acquisition  of  New 
England  Electric  System 
(NEES),  which  is  conducting 
the  purchase  of  Eastern  Utili- 
ties, an  adjacent  New  England 
electricity  transmission  and 
distribution  company. 

The  new  deal  is  the  latest  in 
a series  of  bids  by  British  com- 
panies to  break  into  the  US 
power  market  which  is  in  the 
process  of  liberalisation. 

The  Eastern  Utilities  pur- 
chase will  entrench  National 
Grid's  position  as  the  region's 
second  largest  power  supplier, 
increasing  Its  share  of  the 
regional  market  to  23  per  cent, 
behind  North  East  Utilities 
which  has  28  per  cent. 

The  acquisition  of  Eastern 
Utilities  will  lift  the  combined 
businesses'  share  of  the  Rhode 
Island  market  to  98  per  cent 
and  to  more  than  50  per  cent 
in  Massachusetts. 

National  Grid,  through 
NEES.  is  offering  $31  for  each 
Eastern  Utilities  share.  The 
total  cost  of  the  deal,  including 
acquisition  of  debt,  will  be 
about  $lbn.  The  total  cost  of 


NEES  will  be  $4. 2b el.  David 
Jones,  National  Grid's  chief 
executive,  ruled  out  any  fur- 
ther large  purchases  until  it 
satisfied  US  regulatory  and 
competition  authorities  over 
both  New  England  acquisi- 
tions. This  was  expected  to 
take  about  12  months. 

He  said  the  initial  reaction 
of  local  regulators  suggested 
that  the  deals  would  not  be 
opposed.  The  merger  between 
NEES  and  Eastern  would  go 
ahead  even  if  National  Grid's 
bid  for  NEES  is  blocked 

Mr  Jones  said  the  frag- 
mented New  England  power 
market  made  it  ripe  for  further 
consolidation.  Some  300.000 
customers  are  supplied  by 
Eastern  compared  with  1.35m 
by  NEES. 

He  said  combining  bead 
office,  customer  services  and 
maintenance  would  allow 
Eastern  Utilities  to  reduce  its 
annual  operating  costs  of  $70m 
by  a third.  He  expected  250 
jobs  would  be  cut  at  Eastern, 
through  early  retirement  and 
voluntary  redundancy. 

Eastern  Utilities  share  price 
fell  mid-session  on  the  New 
York  stock  exchange  by  S%  to 
$28)2.  National  Grid’s  shares 
rose  in  London  by  S^p  to  500p. 

NM  Rothschild  and  Dresd- 
ner Klelnwort  Benson  advised 
National  Grid  on  the  purchase. 
Dresdner  Klelnwort  and  HSBC 
are  brokers  to  the  British  com- 
pany. Merrill  Lynch  acted  for 
NEES  and  Salomon  Smith  Bar- 
ney for  Eastern  Utilities. 


Schwab  in 
move  to 
stabilise 
internet 
trades 


By  John  Anthers  and 
John  Labate  hi  New  York 


Charles  Schwab,  the  largest 
online  stockbroker,  yesterday 
moved  to  stop  highly  lever- 
aged trading  in  a group  of  23 
internet  stocks,  but  said  trad- 
ing in  some  continued  to 
increase  from  already  hectic 
levels. 

In  December  Schwab 
increased  margin  require- 
ments - the  proportion  of  the 
equity  in  an  account  which 
traders  must  maintain  with 
the  broker  - from  35  to  50  per 
cent  for  a range  of  internet 
stocks.  This  has  now  been 
lifted  to  70  per  cent  for  23 
stocks,  including  E*Trade  and 
Ameri trade,  as  well  a range  of 
internet  portal  sites  and  e-com- 
merce  groups  such  as  Yahoo!. 
Infoseek,  Lycos,  Ebay.  Ama- 
zon.com and  Beyond.com. 

Schwab  said  it  was  taking 
the  measure  primarily  to 
reduce  risk  for  itself  and  for 
customers.  “We  wanted  to 
damp  some  of  the  enthusiasm 
behind  some  of  this  trading, 
which  was  increasingly  vola- 
tile," it  said. 

Other  brokerages  have  taken 
similar  actions.  Waterhouse 
Securities  has  imposed  a 100 
per  cent  margin  requirement 
on  eight  internet  stocks, 
including  Ebay  and  Ama- 
zon.com. while  it  has  a 50  per 
cent  margin  requirement  on  a 
further  40  stocks. 

Schwab  also  prohibited  trad- 
ing in  some  internet  stocks  on 
the  first  day  after  their  initial 
public  offerings,  and  has  mea- 
sures to  discourage  trading  in 
Internet  stocks.  When  online 
customers  order  a trade  in 
these  stocks,  they  are  pres- 
ented with  warning  that  trad- 
ing is  volatile,  and  that  the 
price  could  move  significantly. 

Research  from  Credit  Suisse 
First  Boston  shows  trades  on 
the  internet  increased  by  84 
per  cent  between  the  third  and 
fourth  quarters  of  last  year,  to 
an  average  of  340,000  per  day. 
Schwab  had  27.4  per  cent  of 
the  market. 

However.  Schwab  said  there 
bad  been  a change  In  inves- 
tors' enthusiasm  since  then, 
with  a heavy  increase  in  vol- 
umes. It  is  now  handling  80,000 
calls  simultaneously. 

Internet  broking  stocks  saw 
intense  activity  yesterday, 
with  E*Trade  up  16  per  cent  in 
early  trading  after  completing 
a stock  split,  and  Ameritrade 
gaining  23  per  cent. 


Jermyn  Street  quality 
at  affordable  prices 


You  do  no!  have  to  pay  Jcnnyn 
Sum  prices  for  a superbly 
finished  shirt  By  dealing  direct  we 
avoid  London's  expensive  Wm  End 
overheads  and  pass  the  benefit  on  to 

yon,  bringing  you  a shin  for  only 
£36.  Yet  we  forfeit  none  of  the 
quality. 

The  Finest  Materials 
Money  Can  Buy 
For  example,  our  double  cuff  shins 
are  made  from  pure  two-fold  cotton, 
the  shin  fabric  chosen  by  the  world's 
most  famous  sbinmakers.  Its  rich 
lustre  and  silken  feel  make  h cool 
and  comfortable  to  w ear  all  year 
round,  yet  this  quality  of  cotton 
poplin  stands  up  to  years  of  use. 

In  fTa«ir 
Jermyn  Street  Style 
Onr  shins  feature  a 

traditional  Jcnnyn 

Street  collar.  With 
renwrabkr  coftar 
stiffeners  and  sewn 
in  linings,  the  collars 
sit  as  perfectly  as  any 

you  can  choose  from  a ^ 

wide  range  of  double  or  single  cuffs. 

Attention  to  Detail 
Snipes  and  checks  are  matched  and 
side  seams  and  sleeves  are  stitched 


with  two  rows  of  \- 

stitches  for  security  •’ 

and  a very  -V- 

neat  finish.  Sbttft  •m&fcEin* 

Split  Yokes  for  Comfort 

The  back  of  the  shin  v . .,  ■ 

features  a doable  split 
yoke  and  tucks,  which  - ' i 
provide  mas  imum  Split  nir  fa 

comfort.  The  material, 
cut  on  the  bias,  literally 
expands  and  contracts  os  arms  and 
shoulders  are  stretched  and  related. 

Choice  of  Sleeve  Length 

rv  We  offer  our  shins  in 

;-?-28)c.  sizes  147.'  id  IS"  and 
m op  to  seven  sleeve 
'”■>  v»'  lengths  to  ensure  your 
shin  fas  you  as  if  u bte  been 
made-to-measure..  Generous  in  cut. 
the  tails  oo  these  shms  are  the 
longest  you'll  frad.  So  they  sun 
where  they  should,  tacked"  in  - iw 
skimping  oo  material  here.  The  net 
result  is  a shin  that  is  tremendously 
comfortable  lo  wear. 

Quick  service  and  a 
cast  iron  guarantee 
Mod  orders  are  desparired  within 
4S  bom  and  our  no  quibble 
guarantee  are  all  pan  of  our 
comnuimetn  to  service. 


Don't  delay,  order  your  FREE 
catalogue  today  to  take  advantage 

of  oar  introductory  offer. 


S 01264  333222 


! Simply  complete  this  coupon  and 
{ vffld  it  ur  lames  Meade  limned. 

| FR£EPOSTtSS  toT&Aatorer. 

Hampshire.  SPIO  3BR  and 
I »e*iU  send  you  your 
[FREE  copy  rf.Wmi 
[ OoifkL  Or  telephone  us 
[oo  81264  333222  quoting 
[reference  no  BMFTflT. 

\ or  fa  tbs  axipoa  to  os 
i ret  01264 30200- 
| respond  today  to  lake 

ahamage  uf  our 
wcul  nurodacton  offer. 

{ Name 

{ Address 


■ Poswrie 

| Tel  No 

J ft.n  ■y.ni-Mt  v trims  Attn  Bed  nni  iUrr 
l ,w«<  rthurtHintoaL 
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BROADCASTING  GRUPO  TELEVISA  HOLDING  COMPANY  REACHES  DEAL  TO  CUT  LIABILITIES  BY  $733m 


Televicentro  agrees  debt  restructuring 


NEWS  DIGEST 


PHARMACEUTICALS 


By  Henry  Tricks  in  Mexico  City 


Televicentro.  the  holding 
company  of  Grupo  Televisa. 
Mexico's  largest  broadcaster, 
announced  yesterday  it  had 
agreed  with  creditor  banks 
on  the  restructuring  of 
Sl.2?bn  of  debt,  thereby 
reducing  its  liabilities  by 
$73310. 

Televisa's  shares  surged  in 
early  trading  on  news  of  the 
agreement,  which  was  likely 
to  end  speculation  that  Emi- 
lio Azc&rraga  Jean.  Televisa 
chairman,  would  be  forced  to 


sell  part  of  his  Televicentro 
holdings  to  a strategic  part- 
ner to  pay  off  debts. 

Instead,  he  struck  a deal 
with  creditors  to  capitalise 
9213m  of  Televi  centra's  debt 
and  transfer  it  to  them  in 
trust.  Analysts  said  this 
would  temporarily  weaken 
his  control,  but  he  has  a 
four-year  option  to  repur- 
chase the  shares  at  a pre- 
mium to  the  initial  capitalis- 
ation price. 

Another  $290m  of  debt 
belonging  to  an  Indebted 
Televicentro  subsidiary, 


Grupo  Alameda,  was 
released  by  the  unwinding  of 
a share  repurchase  agree- 
ment due  to  mature  begin- 
ning in  2001.  Alameda's  capi- 
tal stock  would  be  sold  to  a 
Televisa  subsidiary  for 
9230m.  the  company  said. 
This  would  also  be  applied 
directly  to  debt  reduction,  it 
said. 

The  remaining  9533m  In 
liabilities  would  be  rolled 
over  into  new  Televicentro 
debt,  with  maturities  of 
three  to  five  years.  The  debt 
would  be  backed  by  Televi- 


centro stock,  with  principal 
and  interest  payable  at 

maturity. 

As  well  as  acquiring  Ala - 
meda,  whose  sole  assets  are 
4.19  per  cent  of  Televisa 
shares  and  net  operating 
losses  of  9530m.  Televisa 
said  it  would  also  launch  a 
350m  share  repurchase  pro- 
gramme and  establish  a 
stock  option  plan  for  execu- 
tives. 

Media  analysts  welcomed 
the  agreement,  saying  it  was 
not  dilutive  of  Televisa's 
shares.  It  would  also  free  Mr 


Azcdrraga  Jean  from  the 
grip  of  his  creditors,  which 
he  has  been  in  since  he 
inherited  the  company 
and  its  debts  at  the  age 
of  29  on  his  father’s  death 
in  1997. 

Televisa  had  planned  a 
secondary  share  offering  to 
repay  bridge  loans  from  OS 
banks,  but  its  ambitions 
were  thwarted  last  year 
by  financial-market  turmoil 
in  the  wake' of  the  Asian 
crisis. 

Last  November,  Mr  Azc&r- 
raga  Jean  announced  that 


US  creditors  Goldman  Sachs 
and  Chase  Manhattan  Bank 
had  sold  their  stakes  rather 
than  take  part  in  the 
restructuring. 

At  that. time,  Mr  Azcfir- 
raga  Jean  said  Televl  centra’s 
main  Mexican  creditors  were 
local  banks  Banamex.  Ban- 
comer  and  Inbursa,  the  lat- 
ter having  bought  970m  of 
Televicentro- related  debt 
from  Goldman  Sachs.  San- 
tander Investment,  the  US- 
based  Spanish  bank,  was 
leading  international  credi- 
tors. 


Warner-Lambert  names 
new  chief  without  delay 


NCI  plans 
offering 
this  year 


Aircraft  maker  is  rocked  by  currency  turbulence 


John  Barham  and  Richard  Lapper  examine  how  the  Real's 
devaluation  has  affected  Embraer,  the  Brazilian  aviation  group 


By  Paul  Taylor 


NCJ,  the  California 
’information  appliance”  soft- 
ware group,  plans  an  initial 
public  offering  this  year,  pro- 
vided market  conditions  for 
internet-related  technology 
stocks  remain  favourable, 
said  Michael  Kertzman.  chief 
executive. 

Mr  Kertzman,  who  Joined 
the  group  three  months  ago 
from  Sybase,  the  database 
company,  as  president  and 
chief  executive,  was  In  Lon- 
don negotiating  deals  for 
NCI's  set-top  box  software 
which  enables  cable  opera- 
tors to  offer  subscribers 
internet  access  and  other 
interactive  services. 

Earlier  this  month  NTL, 
the  tbird-largest  UK  cable 
television  group,  said  it  was 
launching  an  internet  TV 
service  using  NCI's  software 
on  analogue  set-top  boxes. 

NCI  was  set  up  in  1996 
with  backing  from  Oracle, 
the  database  and  business 
software  group,  to  develop 
software  for  the  next  genera- 
tion of  information  appli- 
ances. The  company  has 
spent  over  SI 00m  developing 
its  eNavigator  software. 

Shareholders  include  Ora- 
cle, Netscape,  Acer  America, 
NEC.  Nintendo,  Sega  and  i 
Sony  and  most  of  NCI’s  260  ! 
employees.  NCI  has  yet  to 
pick  financial  advisers  for  its 
flotation.  I 


A row  of  gleaming  new 
jets  stands  in  the  harsh 
sunlight  of  Sdo  JosC  dos 
Campos,  home  base  of 
Embraer.  one  of  the  world’s 
most  successful  regional  avi- 
ation companies.  Painted  in 
the  livery  of  some  of  the  fast- 
est-growing airlines  in  North 
America  and  Europe, 
Embraer's  elegant,  jets 
should  ensure  that  the  com- 
pany can  cruise  comfortably 
above  Brazil's  economic 
turmoil. 

The  devaluation  of  the 
Real,  which  has  lost  over 
40  per  cent  of  its  value  since 
January  13,  should  help  pri- 
vately owned  Embraer. 
which  has  almost  all  its  rev- 
enues in  dollars  but  adds 
half  the  value  of  its  aircraft 
locally,  in  Reals.  But  Mauri- 
cio  Botelho.  chief  executive, 
says  Embraer  also  stands  to 
suffer  from  devaluation  and 
from  Brazil's  diminished 
international  stature: 
"Devaluation  hit  the  credi- 
bility of  the  country  and  this 
makes  It  harder  to  sell  air- 
craft." 

Access  to  capital,  a major 
problem  for  many  Brazilian 
companies,  has  become  more 
difficult  as  interest  rates  rise 
at  home  and  abroad.  Financ- 
ing plans  Embraer  devised 
to  help  buyers  to  pay  for  its 
aircraft  are  becoming  more 
difficult  to  arrange.  Imported 
parts  become  more  expen- 
sive in  Reals. 

Like  most  Brazilian  com- 


panies. Embraer’s  debt  is 
manageable,  but  devaluation 
has  still  increased  the  cost  of 
servicing  its  $370m  net  exter- 
nal debt.  And  devaluation 
makes  it  harder  to  find  fresh 
capital  to  develop  new  air- 
craft, such  as  a planned  70- 


Access  to  capital, 
a big  problem  for 
many  Brazilian 
companies,  has 
become  more 
difficult  as 
interest  rates  rise 


to  90-seat  jet  airliner  which, 
Mr  Botelho  says,  will  cost 
about  9500m  to  develop. 

He  says:  “In  the  very  short 
term,  there  will  be  an  advan- 
tage from  [devaluation],  but 
I do  not  know  about  the 
medium  to  long  term.  We 
are  paying  higher  taxes  and 
paying  significantly  more  for 
loans  and  this  will  impact  on 
prices."  Instability  makes  "it 
very  difficult  to  decide  the 
cost  of  something  that  #01 
be  delivered  in  three  years”. 

The  company  has  shelved 
plans  to  raise  equity  through 
an  international  share  offer. 
However,  it  is  still  looking 
for  a "strategic  ally"  to  fake 
a stake  in  the  company. 


Saab  Aerospace  is  a fre- 
quently mentioned  name. 
This  partner  would  share 
development  costs,  give 
Embraer  added  marketing 
“clout"  in  external  markets, 
and  improve  its  access  to  the 
international  financial  sys- 
tem. Emhraer's  net  indebted- 
ness of  99  per  cent  of  share- 
holders’ equity  in  September 
1998  was  high  by  Brazilian 
standards. 

Brazil’s  economic  crisis 
has  cast  a shadow  over  a 
company  which  emerged 
from  virtual  insolvency  as  a 
state-owned  company  four 
years  ago  to  become  a signif- 
icant force  in  a competitive 
international  market. 

Two  Brazilian  state  pen- 
sion funds  and  Banco  Boz- 
ano  Simonsen,  a leading 
banking  and  industrial 
group,  bought  89  per  cent  of 
Embraer  from  the  govern- 
ment in  December  1994.  Mr 
Botelho,  a top  Bozano 
Simonsen  executive,  turned 
the  company  around  by 
hacking  at  costs,  raising  pro- 
ductivity six-fold,  selling 
more  aircraft  and  virtually 
betting  the  company  on  a 
new  product,  the  ERJ-I45,  a 
50-seat  jet  designed  for  the 
regional  aviation  market. 

While  former  giants  such 
as  Fokker  fell  by  the  way- 
side.  Embraer  grew  to 
become  the  fourth  biggest 
aircraft-maker  in  the  world, 
claiming  45  per  cent  of  the 
international  regional  jet  air- 
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SAINT-GOBAiN 
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1998  ESTIMATED  EARNINGS 


7.2  BILLION  FRENCH  FRANCS 


OR  I . I BILLION  EUROS  (+2?.B  % 


With  a 9.2  % growth  in  sales  and  a 27.8  % 
increase  in  net  income,  the  Saint-Gobain 
Group  readied  and  even  exceeded  its 
forecasts  of  growth  and  profitability  for 
1998. 
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SALES:  + 92  % 


tt  Mr..' 


Sales  amount  to  FRF  I I6.°54  mbon  (EUR 
17,830  million),  against  FRF  107,830  million  iEUR 
16,32-1  million]  for  the  same  per.od  ir.  1997, 
showing  an  increase  of  9.2  ~a.  Sales  are  spirt  as 
follows: 

France:  37.7  %.  other  European  countries:  29.7  *5. 
Amenta  and  Asia:  32.6  % 


+ 9.2  % 


Operating 

income 


Safes  by  business  sectors 


THREE  BUSINESS  SECTORS 


+ 11.5%^ 


50.5  ^ 

I i 


High  Performance 
Material* 


These  satisfactory  performances  of  Saint. -Gobin 
are  the  result  cf  the  strategy  of  development  and 
profitability  improvement  followed  by  the  Group 
in  its  three  business  sectors:  Glass.  High 
Performance  Materials  .and  Houar,|  Products. 


Net  income 


+ 27.8  % 1? 


OPERATING  INCOME:  + 1 13  % 


Operating  income 


“<2.14 


At  FRF  11.651  million  (EUR  1.776  million*, 
operating  income  accounts  for  IQ  s9  of  sales. 
Profitability  inciieases  in  all  major  geographical 
areas,  especially  n Europe  thank?  to  the  Group's 
commercial  achievements  as,  weH  as  productive 
gains. 


Earning 
per  share 

+ 26.2  % f*  f 


High  Performance 
Mxeruti 


NET  INCOME:  + 27.fi  % 


Net  income 

7 190 

4 322  S'.  ■ • 


Net  income  amounts  to  FRF  7.150  millions 
t'EUR  1.096  millin')  against  FRF  5.623  mili:on 
(EUR  358  million)  <n  1997.  an  increase  of  27.3  c* 
It  includes  promts  on  disposals  of  cross 
shareholdings  made  during  the  .ear.  Excluding 
profits  on  disposals,  consolidated  net  income 
increased  by  20.2  -i. 
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Warner-Lambert  surprised  Wall  Street  with  Its  timing  of  a 
change  at  the  top  yesterday,  putting  Dutch-bom  Lodewljk 
de  Vink  at  the  helm  of  the  US  pharmaceuticals  and  con- 
sumer products  group. 

The  switch  came  as  Melvin  Goodes,  chairman  and  chief 
executive  since  1991,  saW  he  would  stand  down  at  the 
end  of  April,  shortly  after  tvs  64th  birthday  and  a year 
before  the  company's  normal  retirement  ago. 

Though  the  timing  was  a surprise,  the  identity  of  Mr 
Goodes'  successor  was  not  Mr  de  Vink,  who  had  been  a 
senior  executive  at  rival  Schering-Plough  until  1988,  has 
been  Warner- Lambert's  president  and  chief  operating  offi- 
cer for  eight  years. 

Mr  de  Vink,  who  became  an  American  national 'm  1991 , 
inherits  a company  which  is  In  far  better  health  than  it  had 
been  during  much  of  Mr  Goodes’  tenure.  Patent  expiries 
on  some  of  its  biggest  dregs  and  slower  growth  ki  con- 
sumer products  had  left  tt  lagging  its  industry.  However, 
two  new  blockbuster  dregs  have  reignited  the  group’s 
growth  and  share  price  in  the  past  two  years,  and  Mr  de  - 
Vink,  53.  said  his  ambition  was  to  push  It  into  the  indus- 
try's top  league.  Richard  Waters,  New  York 


HEALTH  INSURANCE 


Aetna  ahead  29%  in  term 


An  Embraer  ERJ-145  of  the  Continental  Express  fleet 


Aetna,  the  largest  US  health  insurer,  yesterday  recorded  a 
29  per  cent  increase  in  fourth-quarter  operating  earnings 
to  $1&4.5m,  as  it  continued  to  recover  after  the  initial  diffi- 
culties integrating  its  1996  acquisition  of  US  Healthcare. 

Aetna  US  Healthcare  showed  a 40  per  cent  increase  in 
operating  earnings,  excluding  unusual  items,  from  $87 .6m 
to  $ 122.8m.  Aetna's  retirement  services  division,  which 
covers  pension  fund  management,  also  saw  a strong 
increase,  from  542.6m  to  $50.4m.  Aetna  International,  the 
■vehicle  for  the  company's  aggressive  strategy  of  investing 
in  general  Insurance  and  other  financial  services  groups  in 
developing  economies,  saw  a 29  per  cent  Increase  in 
operating  earnings,  from  $35m  to  S45m. 

While  the  results  were  better  than  expected,  Aetna's 
shares  fell  sharply  in  early  trading,  down  almost  4 per  cent 
or  53£  at  $86$.  John  Authors,  New  York 


craft  market.  Analysts 
expect  1998  revenues  of  more 
than  $ibn  and  return  on 
equity  above  30  per  cent. 

Mr  Botelho  says:  “The  con- 
cept of  a regional  jet  was  a 
breakthrough  in  the  indus- 
try." Until  the  early  1990s 
most  airlines  used  turbo- 
prop aircraft  on  short  routes. 
Embraer  - and  Canada's 
Bombardier,  its  main  com- 
petitor - disproved  that. 
Embraer  now  has  $4-5bn  in 
firm  orders  for  its  .aircraft 
plus  $4£bn  in  options. 

Canada  has  filed  a bom- 
plaint  on  Bombardier’s 
behalf  at  the  World  Trade 
Organisation,  claiming  that 
Brazil's  government  subsid- 


ises Emhraer’s  export 
finance.  Brazil  has  filed  a 
counter-claim  that  Bombar- 
dier receives  covert  govern- 
ment aid.  The  WTO  is  expec- 
ted to  rule  in  March. 

Mr  Botelho's  decision  to 
build  the  ERJ-145.  saved 
Embraer.  He  says  defiantly 
that  “Embraer  Is  the  only 
company  below  the  equator 
to  control  the  foil. [aircraft 
manufacturing]  cycle  from 
conception  to  manufactur- 
ing. We  are  here  to  stay,” 
But  the  Real's  collapse 
makes  it  all  the  more  urgent 
to  find  a strategic  partner, 
without  which  developing,  a 
successor  to  the  ERJ-145  will 
become  even  harder.  . 


AEROSPACE  COMPONENTS 


Eaton  in  $1.7bn  buy 


Eaton,  the  US  industrial  group,  yesterday  agreed  to  buy 
Aeroquip- Vickers,  which  makes  aerospace  aid  automotive 
components,  for  $58  a share  or  a total  of  $1.7bn  - its 
largest  acquisition  to  date.  Eaton  said  ft  planned  to  issue 
stock  later  this  year  to  generate  about  $4O0m  to.  help  pay 
for  the  deal. 

Eaton,  which  had  1998  sales  of  $6bn,  said  it  bought  . ’ 
Aeroquip- Vickers  because  it  wanted  to  become  global 
leader  In  mobile  hydraulics. 

The  deal  should  have  no  Impact  on  Eaton's  1999  earn- 
ings but  is  expected  to  add  $1  a share  to  profits  In  three 
to  five  years,  Eaton  said.  .Aeroquip-Vickers  shares  jumped 
$20V&  to  $5554  tb  eariy  tracflng,  white  Eaton  shares  were  • 
dom$%  af&88  Reuters,  Cleveland  : - ' 


NTC  offers 
internet 
telephony 
' short-cuts 


ARGENTINA  DE^L  CREATES  BIGGEST  INfTHE  SUPERMARKSr.SECTOR 


Exxel  and  Promodes 


buy  Tia  chain  for$630m 


By.AtanCana 


By  Ken  Warn  in  Buenos  Aires 


Networks  ' Telephony 
Corporation,  an  El  Segundo, 
California  start-up,  is  offer- 
ing a short  cut  to  companies 
eager  for  access  to  commer- 
cial-quality internet 
telephony. 

Yesterday  It  launched  in 
the  US  and  Europe  products 
aimed  at.  internet  service 
providers  and  smaller  (“sec- 
ond tier")  telecommunica- 
tions operators.  One  product 
makes  it  possible  to  make  a 
phone  call  over  the  internet 
from  a personal  computer; 
another  routes  calls  over  the 
internet  between  conven- 
tional handsets. 

Calls  over  the  internet  are 
significantly  cheaper  than 
conventional  long-distance 
and  international  calls, 
because  of  differences  in  pri- 
cing structures  and  the 
lower  cost  of  switching 
equipment.  The  ability  to 
offer  internet  telephony  in. 
addition  to  conventional 
internet  access  is  attractive 
to  many  service  providers. 

NTC  offers  its  customers 
“turnkey"  (ready  to  use) 
Installations,  saving  substan- 
tially on  the  cost  and  time 
which  would  have  to  be 
invested  in  building  an  inter- 
net telephony  system  from 
scratch. 

Where  NTC  differs  from 
other  internet  telephony 
companies  is  in  its  use  of  the 
private  global  network 
owned  by  Infonet  Services 
Corporation  to  cany  its  cus- 
tomers' traffic.  i 

Quality,  as  a result,  is  . 
equivalent  to  conventional 
calls,  with  none  of  the  delays 
or  distortion  which  mar 
Internet  telephony  over  the . 
public  switched  network. 

Most  of  NTCs  senior  staff 
come  from  Infonet,  an  inter- 
national network  owned  by  a 
group,  of  national  operators 
including  KDD  of  Japan, 
Telia  of  Sweden  and  Telstra 
; of  Australia-  infonet  pro- 
vided much  of  the  seed  capi- 
tal to  establish  the  company. 

NTC's  investment  bankers 
are  raising  up  to  $50m  in  a 
round  of  flnflnring  dug  for 
completion  in  the  summer. 

NTC  is  now  focusing  on 
Europe  rather  than  the  US 
because  it  believes  Europe’s 
higher  international  call 
prices  offer  it  opportunities. 


Exxel.  .the  Argentine  private 
equity  fond,  and  Promodes, 
the  Frehch  retailer,  are  to 
form  Argentina’s  biggest 
supermarket  chain  with  the 
purchase  of  the  privately 
| owned  Casa  Tia  chain  for 
1630m.  ’ , 

Tla’s  operations’  will  be 
merged  with  those  cffSuper- 
mercados  Norte,  which  the 
two  groups  already  own, 
they  said  yesterday.  The 
combined  chain  will  have 
annual  turnover  of  some 
S3bn  -and  123  outlets  with  a 
total  254,000  sq  m ' of  sales 
space,  Exxel  ssrid. 

- Exxel  and  Fromodds  aim  Is 
to  invest  a further  J600m  in 
the  combined  chain  over  the 
next  three . years,  opening 
about  60  stores. 

The  sale  of  Tia  has  been 
under  negotiation  for  several 
months,  with  Exxel  and  Pro- 
modes  long  seen  as  the 
likely  buyers. 

However,  the  price  tag  has 
not  been  cut  as  a result 
of  the  regional  economic 


' uncertainty  unleashed  by 
Brazil’s  devaluatfojti.  last, 
tnonth. 

International  retail-  chains ' 
such  as  Wal-Mart  of  roje  US 
and  Ahold  of  the  Nether- 
lands have  entered  the' 
Argentine  market  in  force  in 
recent  years,  attracted- by 
the  region’s  highest  per  cap- 
ita income  and  the  jochlr 
industry's  high  degree  of 
fragmentation,  especially  , in 
food  retailing. 

Promod£9  entered  the  mar- 
ket'last  September,  paying 
$420m  for  49  per  cent  of 
Norte,  but  leaving  Exxel  in 
management  control. 

The  .wave  of  investment 
has  produced  a high  level  of 
modernisation  and  consoli- 
dation, with  smaller  chains 
absorbed  by  the  bigger, 
groups. 

Sales  growth  has  also 
come  at  the  expense  of  tradi- 
tional retailers,  such  as 
street-corner  grocers. 

"Many  o£  the  world's  top 
supermarket  groups  are 
lighting  over  the  Argentine 
turf,"  said  . Christopher 


Ecclestone,  head  analyst 
at  the  Buenos’;  Aires  Trust 
Company. 

“It  was  a very  underdevel- 
oped market,  but  now  many 
Argentine  supermarkets  are 
as  modern  as  those  in  the 
US.  Pressure  on  margins  is 
bound  to  get  worse,"  • 

Qf  the  country’s  biggest 
supermarket  chains.'  only 
two  - Co  to  and  Patagonia  - 
remain  under  Argentine 
controL 

Goto  has  a strong  grip  on 
the  underpopulated  south, 
where  vast  distances  and 
logistical  problems  have 
deterred  the  International 
chains. 

Exxel  operates  a series  of 
.private  equity  funds,  whose 
investors  include  big  US 
institutional  investors. 

- It  suffered  a setback  last 
month  when  its  efforts  to 
buy  branded  foods  group 
Molinos  Rio  de  la  Plata  from 
grains  multinational  Bunge 
International  were  thwarted 
by  a last-minute  bid  from 
Argentina’s  wealthy  Perez 
Companc  family. 


Rohm  & Haas  acquires 
Morton  in  $4.6bn  deal 


By  Richard  Waters 
in  New  fork 


Rohm  & Ha as.  yesterday 
unveiled  a tyiJBbn  acquisition 
that  would  make  it  the  larg? 
est  pore  speciality  chemicals 
company  in  the  US>  ' 

The  Philadelphia-based 
company  sald.it  had  agreed, 
to  buy  Morton  International, . 
based  in  Chicago,  whose 
products  range  from  salt  to 
speciality  adhesives  and 
materials  for  the  semicon- 
ductor industry. 

The  acquisition  comes 
against  a difficult  back- 
ground for.  the  speciality. 
chemicals  producers,  as  .fell- 
ing prices  have  squeezed 
margins  and  forced  a round 
of  cost-cutting. 

However,  Rohm  & Haas 
has  one  of  the  better  records 
on  slicing  its  costs  and  a rel- 
atively unencumbered  bal- 
ance sheet,  putting  if  in  a 
sound  position  as  the  indus- 
try consolidates. 


: Morton's  -$£.5bh  of  reve- 
nues will  lift  Rohm  & Haas’s 
annual  sales  to  $8.5bn,  mak- 
ing it  the  largest  pure  spe- 
ciality company  in  a frag- 
mented- industry,  -though, 
still  behind  the  speciality 
divisions  of  DuPont  and  Dow  ~ 

Chemical. 

The  two  companies  said 
the  combination  would  make 
them  the  biggest  or  second- 
biggest  producer  in  a range 
of  chemicals.  These  include 
speciality  -adhesives  for 
packaging,  tape  and  labels; 
certain  types,  of  powdered 
coatings;  and  products  for 
makers. of  semiconductors* 
and  circuit  boards,  where 
the  enlarged  company  will 
derive  Slbo  of  its  sales. 

The  deal  would  boost 
Rohm  & Haas'  range  of  prod- 
ucts and  international  reach, 
putting  it  in  a stronger  posi- 
tion to  follow  customers  as 
they  expanded  globally,  said 
Lawrence  Wilson,  chairman. 

The  merger  would  produce 


cost  savings  of  S20Qm  a year, 
in  addition  to  the  $50m-$60m 
a year  Rohm  & Haas  has 
said  it  would  cut  by  next 
year,  the  companies  said. 

Under  the  terms  of-  the 
deal,  Rohm.&  Haas  will  pay 
J37Mr  a share  for  Morton, 
two-thirds  of  it  to  cash  and 
the  remainder  in  stock.  1 

The  stock  portion  is'  sub- 
ject to  a collar,  with  a maxi- 
mum of  around  1.33  shares, 
and  a minimum  of  about 
L09,  being  offered  for  each 
Morton  share.  Rohm  & Haas 
will,  also  assume  Morton'9 
9268m  of  net  debt. 

The  deal  would  boost 
Rohm  & Haas’s  debt-tc^eq- 
uity  ratio  to  60  per  cent,  but 
was  not  expected  to  hurt  Its 
single-A  credit  rating,  said 
Lawrence  Wilson,  chalpna*1- 

Morton’s  stock . jumped 
$9%  an  the  news  to  $35%. 
while  Rohm  & Haas  shares 
edged  down  s%  to  S30W. 
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FINANCIAL  TIMES  TUESDAY  FEBRUARY  2 1999 


COMPANIE S & FINANCE:  EUROPE „ 

MERGERS  INTRODUCTION  OF  THE  NEW  EUROPEAN  CURRENCY  IS  LEADING  TO  CLOSER  LINKS  BETWEEN  FINANCjA^  StlDllCS  fllftkCS 

Consofidation  in  banking  picks  up  speed  0ffer  for  btl 


By  George  Graham,  Banking 
Editor,  in  London  and 
Tony  Barber  m Frankfurt 

Within  a month  of  the  birth 
of  the  euro,  consolidation  in 
European  banking  is  gather* 
tag  speed. 

Hot  on  the  heels-  of  last 
month's  merger  of  Spain's 
Banco  Santander  and  Banco 
Central  Hispano  to  form 
BSCH  comes  the  takeover  by 
Societe  Generate  of  its 
French  neighbour,  Paribas. 

In  both  cases,  top  manag- 
ers said  the  new  European 
currency  bad-  changed  the 
ljiies  of  the  game  - and  the 
genera]  message  that  consol- 
idation is  happening  contrib- 
uted to  a general  rise  in 
bank  shares  across  Europe 
yesterday. 

With  a combined  market 
capitalisation  of  E30bn 
($34bn>.  the  new  French 
group  suddenly  reaches  a 
size  that  enables  it  to  play  in 
the  same  league  as  banks 
such  as  BSCH,  and  to  look 
down,  in  size  terms,  on  such 
established  European  insti- 
tutions as  Deutsche  Bank, 
Banco  Bilbao  Vizcaya  and 
ABN  Amro. 


But  the  SG  Paribas  merger 
also  carries  more  specific 
implications  for  the  shape  of 
European  financial  services, 
because  of  the  web  of  cross- 
shareholdings and  joint  ven- 
tures the  deaf  sets  up. 

Daniel  Bouton,  who  will 
become  vice-chairman  and 
chief  executive  of  the  new 
group,  said  he  was  open  to 
combinations  with  most 
European  banks,  but  warned 
It  was  much  too  early  to 
speculate  on  the  form  these 
links  might  take. 

Much  of  the  web  involves 
French  institutions,  where 
the  mechanics  of  the  finan- 
cial relationship  are  overlaid 
by  the  personal  links  that 
characterise  the  closed  world 
of  the  Paris  financial  elite. 

In  a central  position 
stands  Axa.  the  French 
insurance  giant  built  up  by 
Claude  B6b£ar  which  will 
end  up  as  the  largest  institu- 
tional shareholder  in  the 
new  group,  with  3.61  per 
cent  Axa  also  holds  a stake 
in  Banque  Nattonale  de 
Paris.  France's  other  leading 
commercial  bank. 

The  deal  could  complicate 
the  picture  for  the  privatisa- 


tion of  Credit  Lyonnais.  SG 
Paribas  would  still  like  to  be 
a core  shareholder,  but  in  its 
enlarged  form  may  be  a less 
attractive  proposition  for 
Credit  Lyonnais  manage- 
ment. There  will,  at  the 
least,  be  an  operational  link 
in  Cr&St  Lyonnais’  associa- 
tion with  Paribas’  consumer 
finance  unit,  Cetelem. 

But  the  ramifications 
spread  wider.  Europe’s  larg- 
est insurance  group,  AUianz 
of  Germany,  will  end  up 
with  a stake  of  3.49  per  cent 
in  SG  Paribas  through  the 
majority  bolding  it  acquired 
last  year  in  the  FTench 
insurer  AGF.  Allianz  has  no 
aspirations  to  become  a 
bank,  but  it  is  keen  to  build 
up  a global  asset  manage- 
ment business  to  comple- 
ment its  insurance  activities. 

The  French  merger  could 
also  have  effects  in  Italy, 
where  Paribas  holds  a stake 
in  Baxtca  Commerdale  Ital- 
iana  while  SocGen  has  a toe- 
hold in  Uulcredito.  This 
could  nudge  BCI  towards 
Unicredito,  in  preference  to 
a proposed  deal  with  Banca 
di  Roma  to  which  BCI 
objects. 
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Generation  gap  strengthens  unlikely  pairing 

Andre  Levy- Lang’s  reluctance  over  mergers  was  overcome  by  an  ‘almost  perfect’  fit  and  an  absence  of  executive  sparring 


By  Clay  Harris, 

Banking  Correspondent 

Late  last  year,  Andre 
L6vy-Lang  was  distinctly 
sceptical  about  mergers.  “I 
think  one  tends  always  to 
underestimate  the  cost  and 
the  effort  in  management 
time  and  sometimes  to  over- 
estimate the  benefits,”  the 
Paribas  chairman  mused. 

“The  easy  part  is  saving 
on  costs,”  he  said  then  in  an 
interview  with  the  Financial 
Times.  “Maybe  it’s  the 
toughest  to  accomplish  from 
a human  standpoint,  but 
technically  it’s  easy  to  iden- 
tify the  costs.  The  toughest 
part  is  integrating  the  busi- 
nesses and  the  culture  and 
the  customer.” 

Yesterday,  as  reality 
replaced  hypothesis,  Mr 


Lfivy-Lang  and  Daniel  Bou- 
ton. his  Soci§t6  Gfinerale 
counterpart  and  heir-desig- 
nate at  the  new  SG  Paribas, 
were  keen  to  stress  that  this 
was  a merger  that  could  - 
and  would  - work. 

“We  share  the  same  cul- 
ture and  the  same  values.” 
Mr  Bouton  said.  The  fit  was 
almost  perfect” 

He  and  Mr  Lkry-Lang 
argued  that  SG  and  Paribas 
overlapped  far  less  than  any 
other  putative  domestic  part- 
ner for  either.  Even  in 
investment  banking,  the 
area  of  greatest  overlap, 
SG’s  strength  in  derivatives 
was  complemented  by  Pari- 
bas’ in  fixed-income. 

Nonetheless,  job  cuts  win 
be  necessary  and  the  banks 
said  any  n^andatory  redun- 
dancies would  fell  oa  the  45 


per  cent  of  their  78,000 
worldwide  staff  who  work 
outside  France. 

Within  France,  the  banks 
said  attrition  and  early 
retirement  could  achieve  the 
necessary  reduction. 

They  steered  clear  of  nam- 
ing any  numerical  targets 


positions  that  has  bedevilled 
other  mergers. 

The  quest  for  certainty 
started  at  the  top.  Mr  Lfrvy- 
Lang,  61,  has  agreed  to  stand 
down  in  2002  as  chairman 
and  chief  executive  of  SG 
Paribas,  in  favour  of  Mr  Bou- 
ton, 48,  who  will  be  vice- 


fn  investment  banking  SG’s  strength 
in  derivatives  was  complemented  by 
Paribas’  in  fixed-income 


for  staff  cuts. 

The  banks  used  the  recent 
few*  weeks  of  active  negotia- 
tions - “building  on  old  con- 
tacts", Mr  LAvy-Lang  said  - 
to  determine  who  would  run 
what  business,  hoping  to 
forestall  the  jockeying  for 


chairman  and  chief  execu- 
tive until  then. 

The  executive  generation 
gap  and  Mr  Bouton’s  willing- 
ness to  bide  his  time  may 
have  reinforced  the  pairing- 
off.  With  other  prospective 
partners  headed  by  execu- 


tives closer  to  Mr  L6vy- 
Lang’s  age,  a hard  choice 
might  have  had  to  be  made 
immediately. 

They  and  four  senior  exec- 
utive vice-presidents  - Phil- 
ippe Clterne  and  Patrick 
Duverger  of  SG,  and  Jean 
Clamon  and  Bernard  M Oiler 
of  Paribas  - wflJ  oversee 
integration. 

At  the  divisional  level.  Mr 
Duverger  will  bead  invest- 
ment banking,  potentially 
the  most  contentious  area, 
backed  up  by  his  SG  col- 
league Xavier  Debonneuil 
and  Philippe  Blavier  of  Pari- 
bas. Elsewhere.  Paribas  exec- 
utives will  head  specialised 
financial  services  (Philippe 
Wahl),  proprietary  invest- 
ments (Amanry  deSeze)  and 
real  estate  (Michel  Clair). 

SG's  Mr  Citerne  will  head 


Byblos  buy  hastens 
Lebanese  bank  mergers 


By  James  Schofield  in  Beirut 

Consolidation  of  Lebanon's 
banking  sector  took  a step 
forward  yesterday,  as  Byblos 
Bank,  one  of  the  country’s 
five  biggest,  bought  Banque 
Libanaise  pour  le  Commerce 
(BLC),  creating  a business 
with  a market  capitalisation 
of  about  $S40m. 

It  also  positions  Byblos 
Bank  to  become  the  first 
Lebanese  bank  to  push 
beyond  its  borders  to  tap  the 
large  expatriate  business 
communities  in  the  United 
Arab  Emirates.  “We  are  very 
happy  to  increase  our  activi- 
ties in  Lebanon,  to  spread 
them  out  across  the  region 
and  to  increase  our  presence 
in  the  United  Arab  Emir- 
ates,” said  Francois  BasslI, 
Byblos  Bank  chairman  and 
chief  executive. 

The  new  banking  group  is 
the  biggest  in  Lebanon  in 


terms  of  shareholders’ 
equity,  market  capitalisation 
and  number  of  branches.  It 
will  be  slightly  smaller  than 
the  country's  largest  bank  in 
terms  of  assets,  Banque  du 
Liban  et  d'Outre-Mer,  with 
total  assets  valued  at  more 
than  S4.4bn. 

The  deal  values  BLC  at  an 
estimated  $220m.  The  Abou- 
jaoude  family,  which  owned 
52.8  per  cent  of  BLC,  will  sell 
its  stake  for  $i09m,  while 
other  shareholders  will  be 
offered  Byblos  stock  at  a 
ratio  of  one  for  every  seven 
BLC  shares.  Two  Abou- 
jaoude  family  members  are 
expected  to  join  the  board  of 
directors. 

The  most  significant  in  a 
wave  of  recent  acquisitions, 
the  deal  will  give  Byblos 
Bank  a total  of  82  branches 
in  Lebanon,  total  deposits  of 
$3-28bn  and  loans  uf  Sl  -37bn. 

Felix  Jean  Aboujaoude. 


chairman  and  chief  execu- 
tive of  BLC,  said  sharehold- 
ers of  both  banks  would  ben- 
efit. “Size  is  becoming 
increasingly  important  for 
the  banks  in  the  region  if 
they  wish  to  withstand  com- 
petition from  the  global 
marketplace.” 

BLC,  a relatively  large 
bank  for  Lebanon,  has  a 
profitable  and  well  capital- 
ised business,  with  extensive 
retail  hanking  services  and  a 
good  portfolio  of  corporate 
names. 

The  deal  will  also  be  seen 
as  part  of  the  trend  away 
from  Lebanon’s  traditional 
network  of  small,  family- 
owned  and  under-capitalised 
banks. 

Bassam  Yammine,  a senior 
official  at  Lebanon  Invest, 
an  investment  bank,  said 
BLC  had  been  moving  In  the 
direction  of  loosening  family 
control. 


FLOTATION  INVESTORS  TO  BE  OFFERED  62%  OF  GROUP  (N  (P0 

Neopost  set  to  list  in 
Paris  with  €600m  tag 


PetroFina:  1998  year  results 


PetroFma's  share  of 
unaudited  recur- 
rent (*)  Group 
income  for  1998 
was  5726  million 
euros  (BEF  23.1  bil- 
lion), compared  to 
567.7  million  euros 
(BEF  22.9  billion)  in 
1997.  The  unaudit- 
ed Group  Income  was  471.1  million  euros  (BEF 
19.0  billion)  compared  to  547.8  million  euros 
{BEF  22.1  billion)  in  1997.  the  results  were  neg- 
atively affected  by  inventory  write  downs  of 
BEF  83  billion  after  tax  and  by  accelerated 
depreciation  of  BEF  2/4  billion,  partly  offset  by 
gains  on  asset  sales  of  BEF  3J  billion,  as  well  as 
other  non  recurrent  income. 

PetroFina's  share  of  cash  flow  amounted  to 
1,403  million  euros  (BEF  56.6  billion)  as 
opposed  to  1,365.9  million  euros  (BEF  55.1  bil- 
lion) in  79S7. 

During  the  year,  in  Europe,  refinery  through- 
put BKfeased  by  6.6%,  exceeding  the  previous 
record,  and  sales  in  the  Fina  network  grew  by 
6.4ft.  These  Operating  performances  were 
achieved  in  a macro-economic  dimate  marked 
by  a collapse  of  crude  oil  prices  by  some  33%, 
by  a reduction  of  almost  20ft  in  the  price  of 
American  natural  gas,  by  a stabilisation  m the 
dollar  exchange  rate,  and  byconoasdng  devel- 
opments in  refining  margins,  a modest  rise  in 
Europe  and  a sharp  fall  in  the  US- 
Upstream  profits  declined  markedly  following 
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the  decline  in  crude  oil  and  natural  gas  prices 
and  as  a result  of  production  difficulties  at  the 
start-up  of  Ekofisk  It.  in  the  Norwegian  sector 
of  the  North  Sea. 

Downstream  profits  were  stable  compared  to 
1997,  foe  27ft  increase  recorded  in  Europe 
being  offset  by  the  effect  of  lower  refining 
margins  in  the  US. 

Chemical  results  were  down  slightly,  resisting 
well  against  the  general  reduction  of  margins, 
due  to  a 7%  increase  in  volume  of  monomers 
produced  and  to  the  quality  of  foe  products 
and  services  of  its  polymers  activity. 

The  merger  of  PetroFina  and  Fina,  lot,  its 
American  subsidiary,  became  effective  on  5 
August  1998.  This  simplifies  the  Group  struc- 
ture and  enables  growth  to  be  achieved  in  a 
transatlantic  context 

On  1 December  1998,  five  shareholders  in 
PetroFina  announced  their  intention  to  sell  all 
their  PetroFina  shares  to  Total  (41%  of  foe 
share  capital)  in  order  to  create  the  Total  Tina 
group,  which  will  become  the  third  largest 
petroleum  concern  in  Europe  and  the  fifth 
largest  in  the  world.  On  14  January  1999.  the 
general  meeting  of  Totaf  shareholders 
approved  thistransac  tunas  well  as  the  princi- 
ple of  a public  offer  to  exchange  PetroFina 
shares  on  the  basis  of  nine  Total  shares  for  two 

PetroFina  shares.  This  project  was  submitted 
for  approval  to  the  European  and  American 
competition  authorities,  and  should  be  com- 
pleted in  the  second  quarter  of  1999. 


By  Vincent  Boland 

Neopost,  Europe's  largest 
maker  of  mail  room  equip- 
ment, is  to  list  on  the  Paris 
stock  exchange  later  this 
month  in  an  initial,  public 
offering  that  will  value  the 
company  at  about  €60 0m 

fSS8lm). 

The  IPO  will  see  62  per 
cent  of  Neopost  floated.  It  is 
the  latest  in  a line  of  French 
equity  offerings  expected 
this  year,  which  includes  a 
strong  showing  by  private 
sector  companies  as  well  as 
government-sponsored  priva- 
tisation deals. 

A price  range  of  €18£0  to 
€23^0  was  set  yesterday  for 
the  17.8m  Neopost  shares 
being  offered  to  French  and 
international  investors,  valu- 
ing the  transaction  at 
between  €331  m and  €421m. 

Trading  in  the  Shares  is 
due  to  start  on  the  main 
market  of  the  Paris  bourse 
on  February  18.  Warburg 
DDlon  Read,  the  Investment 
bank,  is  global  coordinator 
for  the  offering. 

BC  Partners,  the  European 
venture  capital  group  that 
took  control  of  Neopost  in 


1997  when  it  bought  out 
other  shareholders,  is  cut- 
ting its  stake  in  the  com- 
pany through  the  IPO  from 
69  per  cent  to  15  per  cent 

Management  is  to  cut  its 
stake  from  21  per  cent  to 
14  per  cent,  and  Credit  Agri- 
cole, the  French  bank,  will 
reduce  its  ownership  from  10 
per  cent  to  S per  cent 

Neopost,  which  claims  the 
number  two  position  in  the 
global  market  for  mailing 
systems  behind  Pitney 
Bowes  of  the  US.  was  spun 
off  by  Alcatel,  the  French 
technology  group,  in  1992  in 
a leveraged  buy-out 
The  company  had  net  sales 
of  FFi2.4bn  (€366m,  $4l6m) 
in  1997  and  wminp  before 
interest  and  tax  of  FFr447 m. 
In  the  nine  months  to  Octo- 
ber last  year,  sales  reached 
FFrl^bn,  and  Jean-Paui  VII- 
lot  chairman  and  chief  exec- 
utive, said  sales  in  fiscal 
1998,  which  ended  on  Sun- 
day. were  expected  to  reach 
FFi2.6bo- 

France  accounts  for  48  par 
cent  of  Neopost's  revenues, 
the  US  for  38  per  cent,  and 
the  UK  for  13  per  cent 

Mr  Vlllot  said  the  aim  was 


to  increase  revalues  by  5 per 
cent  annually  ova  the  next 
three  years,  with  a targeted 
margin  before  interest  and 
tax  of  18-20  per  cent  of  net 
sales. 

Apart  from  its  70  senior 
managers,  who  will  own  the 
14  per  cent  stake,  the  IPO 
includes  a tranche  of  shares 
aimed  at  employees,  and  a 
stock  option  plan  is  to  be  put 
in  place  this  year. 

• TNT  Post  Group,  the 
acquisitive  Dutch  postal  and 
express  company,  yesterday 
unveiled  its  first  Portuguese 
takeover  in  the  form  of  Tran- 
jato,  a small  parcel  deb  very 
service,  writes  Jeremy  Gray 
In  Amsterdam. 

The  move  comes  after  its 
purchase  in  December  of  Jet 
Services,  the  mid-sized 
French  courier  service  for 
FFr2bn  (€3G5m,  $346m).  - 

The  Dutch  group,  which 
began  serving  Portugal  in 
1996,  said  the  purchase  of 
the  16-year-old  Traqjato  -=• 
which  TOT  described  as  Por- 
tugal’s leading  express  ser- 
vice - would  extend  its 
reach  in  the  country. 

Terms  of  the  deal  were  not  i 
disclosed.  ' . ! 
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52  ruede  rtndustria,  B-1O40  Bruxelles 


GIB  CentraJ-European  InteroatioDaJ  Bank  lid. 
— Budapest-^— 

as  the  Fiscal  Agent  of  the  Floating  Rate  Bonds 
due  1999  issued  by  the  European  Bank  for 
Reconstruction  and  Development, 

informs  the  Bondholders  that  the  Rate  of  Interest 
for  the  Interest  Period  between  5 February  1999 
and  S August  1999  is  17,63%  p.a,.  while  the 
Coupon  Amount  for  a Bond  of  face  value  of 
HUF10G.000  is  HUF  8,740. 


PREUSSK 


By  Tfan  Burt  in  Stocktabn 

Sttanes,  the  German  freight 
haulage  company,  yesterday 
announced  plans  to  create 
Europe's  largest  transport 
and  logistics  group  by 
launching  a SKr3.3bn 
($423m)  bid  for  BTL,  the 
Swedish  transport  company. 

Shares  Is  BTL  jumped 
38  per  cent  to  SKr44.70  in 
Stockholm  following  the 
"friendly  approach"  by 
Sttanes,  a subsidiary  of  the 
Veba  industrial  group. 

It  signals  the  latest  consol- 
idation in  the  haulage  and 
logistics  sector,  which  gath- 
ered pace  last  month  when 
Deutsche  Post,  the  German, 
post  office,  bid  SFrl.5bn 
(S1.06bn)  for  Danzas,  the 
Swiss  freight  group. 

Sttanes  already  has  close 
Knks  with  BTL.  and  18 
months  ago  became  its  larg- 
est shareholder  by  acquiring 
35  per  cent  of  the  capital  and 
49.9  per  cent  of  the  voting 
rights. 

If  BTL  shareholders  accept 
the  full  takeover  bid  - worth 
SKr45  a share  - the  enlarged 
group  will  become  the 
world's  second  largest  sea 
freight  company  and  the 
fourth  largest  handler  of  air 
cargo. 

BTL  senior  management 
broadly  welcomed  the 
Stinnes  approach,  but 
declined  to  make  a formal 


recommendation  before  com- 
pleting an  internal  study  of 
the  offer. 

Nevertheless.  Hakan  Lar- 
sson,  BTL  chief  executive, 
said:  “Full  coordination  will 
allow  us  to  capitalise  on  the 
synergy  effects  more  quickly 
and  increase  the  potential  to 
improve  profitability  even 
ftrrther.” 

Mr  Larsson  is  expected  to 
become  bead  of  the  enlarged 
group’s  land-based 
operations,  responsible  for 
some  20,000  employees  and 
annual  sales  of  SKr30bn. 

The  deal  is  expected  to 
pave  the  way  for  a notation 
of  Stinnes  by  Veba.  which 
has  already  signalled  it 
could  sell  49  per  cent  of  the 
subsidiary  through  a institu- 
tional placing  in  the  first 
half  of  this  year. 

BTL.  meanwhile,  yester- 
day reported  pre-tax  profits 
up  from  SKr440m  in  1937  to 
SKrS05m.  on  sales  that  rose 
from  SKrl8J.bn  to  SKrl9.lbn 
In  1998.  Earnings  per  share 
rose  from  SKr3.30  to  SKr3.55. 

The  company  said  that 
demand  for  transport  and 
logistics  services  had  weak- 
ened in  the  fourth  quarter 
following  the  economic  tur- 
moil in  south-east  Asia  and 
Russia,  but  predicted  that 
benefits  .from  Its  partnership 
with  Stinnes  would  contrib- 
ute to  increased  profits  this 
year. 


asset  management  and  bank- 
ing services  and  supervise 
the  retail  banking  busings 
headed  by  Didier  Alix  for  the 
Socifetfi  G&terale  network 
and  Bruno  Flichy  for  Credit 
du  Nord,  the  business  Pari- 
bas sold  to  SG  in  1907- 

Paribas’  imminent  reunion 
with  Crfidit  du  Nord  gives 
another  indication  of  how 
Mr  IAvy-Lang's  tune  has 
changed. 

Late  year,  outlining  a 
strategy  of  seeking  “market 
segments  in  which  we  think 
we  can  have  a leadership 
position",  he  specifically 
excluded  “traditional  retail 
banking”.  He  said:  “We 
would  have  to  have  very- 
strong  reasons  to  go  back 
there.”  The  chance  to  merge 
with  SG  apparently  met  the 
test 


NEWS  DIGEST 

AUTOMOTIVE  INDUSTRIES 

Fiat  offered  $13bn  to  buy 
all  of  Volvo  operations 

Fiat  offered  $13bn  to  acquire  the  entire  Volvo  group, 
double  the  amount  Ford  is  proposing  to  pay  for  the  Swed- 
ish company's  car  division,  Italian  bankers  said  yesterday. 
Although  there  have  been  widespread  reports  that  the  Ital- 
ian automotive  group  had  offered  Volvo  only  $7bn  for  all 
Its  operations.  Feat  had  put  on  the  table  a substantially 
higher  bid,  the  bankers  send. 

The  disclosure  of  the  substantial  Fiat  bid  risks  having 
repercussions  on  the  agreed  Ford-Volvo  car  deal,  which 
has  yet  to  be  approved  by  Volvo  shareholders.  The  bank- 
ers suggested  Fiat  was  stai  hoping  Volvo  shareholders 
might  persuade  the  Swedish  company  to  reconsider  the 
Ford  deal,  thus  reviving  Rat’s  chances  in  the  bidding. 

Volvo,  which  Is  pfenning  to  put  the  Ford  offer  to  share- 
holders next  month,  declined  to  comment  on  the  value  of 
Fiat's  putative  offer. 

Senior  Volvo  officials  confirmed  that  the  company  had 
been  in  talks  with  other  automotive  groups,  but  reiterated 
that  the  proposed  SKrSObn  ($6.4bn)  disposal  of  the  car 
division  would  ba  recommended  to^ shareholders.  Some 
leading  institutional  investors  in  Sweden  said  yesterday 
Fiat  should  make  a forma)  tender  offer. 

Paolo  Fresco,  new  Fiat  chairman,  said  on  Friday  that 
Fiat  was  Interested  In  acquiring  not  just  tile  Volvo  car  divi- 
sion but  the  entire  Swedish  group.  But  given  the  share- 
holder revolt  that  scuppered  Volvo's'  planned  merger  with 
Renault  of  France  in  1993,  some  fund  managers  warned  a 
Rat  bid  would  have  little  chance  of  succeeding  unless  the 
Italian  group  secured  irrevocable  support  from  large  insti- 
tutions before  putting  a cash  offer  to  the  Volvo  board. 

Paul  Betts,  Milan,  Tan  Burt,  Stockholm 

OIL  MERGER  ■ ' . . 

Regulator  calls  for  more  data 

Oil  companies  Total  and  Petrofina  have  withdrawn  notifica- 
tion of  their  planned  .merger  from  the  European  Commis- 
sion’s antitrust  authorities  and  will  renotify  the  deal  later, 
the  Commission  said  yesterday.  An  official  said  it  needed 
more  data  to  assess  the  toil  impact  of  the  acquisition  and 
efiiplnate  any  competition  concerns.  Total  of  France  con- 
firmed that  the  Commission,  which  vets  all  mergers  over  a 
certain  stee,  had  asked  for  more  information  on  the  issue 
of  storage,  particularly  in  Range.  Emma  Tucker,  Brussels 


‘ELF  AFFAIR’ 


FFr1.5bn  ‘embezzled’ 

At  feast  FFrt.5bn  (€229m,  $280m)  was  embezzled  from  Bf 
Aquitaine,  the  French  oi!  company,  between  1989  and 
1993,  Philippe  JaffrS,  chairman,  said  yesterday.  Judicial 
Investigations  into  some  off  the  company’s  dealings  in  this 
period  have  been  going  on  for  some  years  in  what  has 
become  known  as  the  “Of  affair”,  which  involved  alleged 
embezzlement  by  former  employees. 

David  Owen,  Paris 
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Putting  our  clients  first  has  had  a remarkable  effecL 
We  have  been  ranked  number  one  in  European 
M&A  in  1995,  ’96,  ’97  and  ’98  — in  figures  confirmed  by 
Securities  Data  Corporation  — advising  on  deals  with  a 

total  value  of  over  $500bn. 

And  we  think  the  benefit  for  you  as  a client  is  dear. 


Being  consistendy  successful  over  the  years  adds  value 
to  what  we  do  for  our  clients.  Each  new  experience,  new 
idea,  new  contact  enhances  our  ability  to  serve  you. 

In  short,  we  believe  laurels  are  not  to  be  rested  on,  but 
built  on.  So  we’ll  be  working  that  much  harder  for  clients 
in  the  year  to  come.  After  all,  your  success  is  our  aim. 


MORGAN  STANLEY  DEAN  WITTER 


Amsterdam  Bangkok  Beijing 

Milan  Montreal  Moscow  Mumbai 


Frankfurt  Geneva  Hong  Kong 

New  York  Paris  Sao  Paulo  Seoul 
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Shanghai  Singapore  Sydney  Taipei  Tokyo  Toronto  Zurich 
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COMPANIES  & FINANCE:  ASIA-PACIFIC 

STEEL  YOO  SANG-BOO  SAYS  PREDECESSOR’S  PROJECTS  COULD  PRESENT  OBSTACLES  TO  SMOOTH  PRIVATISATION 

Chairman  attacks  Posco  investment  record 


By  John  Barton  on  Seoul 

Yoo  Sang-boo.  chairman  of 
Pohang  Iron  & Steel  (Posco), 
has  criticised  his  predecessor 
for  making  poor  invest- 
ments, totalling  nearly  S4bn, 
under  political  pressure. 

Mr  Yoo  warned  that  the 
investments  could  “pose 
obstacles  for  a smooth  priva- 
tisation" of  the  world's  sec- 
ond largest  steel  maker, 
which  made  record  profits  of 

Wonl.l20bn  ($S53m>  in  1998. 
The  state  is  expected  to  sell 


its  remaining  21.6  per  cent 
stake  in  Posco  this  year. 

The  remarks  by  Mr  Yoo 
related  to  Rim  Mahn-je,  who 
served  as  Posco  chairman 
for  five  years  until  March 
1998  and  expanded  the  steel- 
maker's operations  in  a 
quest  to  become  the  world's 
biggest  producer. 

Among  the  projects  that 
Mr  Yoo  criticised  were  the 
construction  of  a new  blast 
furnace  and  mini-mill  facil- 
ity in  Korea,  a mini-mill 
investment  in  Indonesia  and 


Posco's  entry  into  mobile 
telecommunications  with  a 
leading  stake  in  Shinsegi.  a 
cellular  phone  operator. 

Mr  Yoo  also  regarded  as  “a 
mistake”  Posco's  decision  in 
1997  to  buy  production  facili- 
ties from  debt-heavy  Sammi 
Steel  in  a futile  attempt  by 
the  government  to  prevent 
Its  bankruptcy. 

Mr  Kim  was  the  first  out- 
sider to  head  Posco  and  was 
appointed  by  Kim  Young- 
sam,  then  Korean  president, 
after  he  sacked  Posco’s 


founder.  Park  Tae-Joon,  in 
what  was  regarded  as  a 
political  vendetta. 

The  appointment  last  year 
of  Mr  Yoo,  who  joined  Posco 
In  1970.  marked  a return  to 
the  company's  tradition  of 
relying  on  a cadre  of  long- 
serving  executives  to  man- 
age the  steelmaker. 

Posco  would  sell  some  of 
the  troubled  facilities  or 
operate  them  through  ven- 
tures with  foreign  or  domes- 
tic partners,  said  Mr  Yoo. 

It  is  already  cutting  pro- 


duction capacity  from  26.5m 
tonnes  in  1997  to  24.3m 
tonnes  year  to  prevent  a 
fall  in  steel  prices  caused  by 
overcapacity. 

Analysts  bave  praised 
Posco  for  its  focus  on  core 
businesses  and  for  avoiding 
the  reckless  diversification 
that  caused  other  Korean 
businesses  to  struggle  under 
a mountain  of  debt. 

It  is  one  of  Korea’s  most 
financially  sound  companies, 
with  a debt-to-equity  ratio  of 
85  per  cent  against  400  per 


cent  for  most  other  big  Kor- 
ean conglomerates. 

Analysts  expect  Posco's 
earnings  performance  to 
improve  when  privatisation 
is  completed.  “The  state  has 
used  Posco  to  subsidise  the 
Korean  manufacturing  sec- 
tor by  limiting  price 
increases  for  steel.  Posco 
will  now  be  able  to  charge 
market  prices  for  its  prod- 
ucts. which  should  improve 
profits,"  said  Mr  Hwang 
Kidoo.  steel  analyst  for 
WI  Carr  in  SeouL 


Beijing  to  split 
state  aircraft 
maker  in  two 


By  James  Hading  In  Shanghai 

China's  huge  state-owned 
aircraft  manufacturer  will  be 
divided  into  two  competitive 
corporate  groups,  as  Beijing 
continues  to  break  up  indus- 
trial monopolies  to  boost 
efficiency  in  the  state  sector. 

Aviation  Industries  of 
China  (Avic).  which  employs 
500,000  people,  will  be 
divided  into  two  groups  both 
engaged  in  the  production 
and  sale  of  military  and 
civilian  aircraft,  the  China 
Daily  Business  Weekly 
reported. 

The  break-up  of  Avic. 
which  follows  a similar 
restructuring  of  the  state 
petroleum  and  chemicals 
industry  last  year,  “reflected 
the  central  government’s 
strategy  of  creating  an  effi- 


cient competitive  business 
environment",  the  report 
said. 

The  restructuring  also 
reflects  the  need  for  funda- 
mental changes  at  Avic  for 
the  struggling  state-owned 
aircraft  maker  to  compete  in 
the  international  aerospace 
Industry. 

Last  year.  Avic's  ambi- 
tions of  becoming  a competi- 
tive commercial  jet  manufac- 
turer were  seriously  dented 
when  plans  for  joint-venture 
manufacturing  with  foreign 
partners  of  two  commercial 
jet  models  were  shelved 
because  of  weak  demand 
from  China's  domestic  air- 
lines. 

Avic  has  set  out  an  aggres- 
sive programme  of  redun- 
dancies. cutting  its  work- 
force by  150.000  - one-fifth  of 


Zftu  YuK:  two  new  groups  wiH  both  ‘compete  and  co-operate'  to  wrest  domestic  akfines'  business  from  the  Bees  of  Boeing  (right)  Reuters 


the  total  - over  the  next 
three  years  in  an  effort  to 
improve  efficiency  and  boost 
profitability.  One  of  the 
issues  likely  to  hamper  the 
proposed  division  of  the 
company  will  be  the  han- 
dling of  the  redundancies 


and  responsibility  for  wel- 
fare payments. 

Avic  will  be  broken  into 
two  distinct  groups,  with 
administrative  functions 
handed  over  to  the  State 
Commission  of  Science, 
Technology  and  Industry  for 


National  Defence,  according 
to  the  report 

The  proposed  division  of 
the  group,  which  has  a wide 
range  of  component  busi- 
nesses including  100  large 
and  medium-sized  enter- 
prises, 30  research  institutes 


and  seven  stale-funded  labo- 
ratories, is  under  consider- 
ation by  the  State  Council 
China's  cabinet 
Zhu  Yuli,  Avic  president 
said:  “The  two  groups  will 
both  compete  and  co-oper- 
ate.” 


Japan  life  insurers  break  with  tradition  to  fight  back 

Struggling  sector  aims  to  revive  fortunes  through  mergers,  stock  market  offerings  and  direct  marketing,  writes  Naoko  Nakamae 
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Rise  in  tariffs  gives  boost 
to  telecoms  industry 

Tetekomunikasi  Indonesia  (Telkom)  and  its  foreign 
partners,  which  include  US  West  and  Cable  and  Wireless, 
won  a last-minute  boost  to  revenues  for  February  after  the 
government  approved  an  Increase  In  tariffs.  Telkom  Indi- 
cated last  week  that  it  believed  the  government  would  not 
agree  to  its  request  for  an  average  increase  of  24  per  cent 
But  on  Friday  It  appeared  It  had  received  at  least  this 
much,  as  rates  for  long-distance  calls  jumped  28.57  per 
cent,  local  calls  want  up  24.14  per  cent  and  subscription 
rates  rose  between  9.7  and  17.6  per  cent 

Telkom  had  sad  a 24  per  Increase  would  lift  revenues 
by  13  per  cent  But  the  company  had  said  it  needed  an 
increase  of  42  per  cent  to  compensate  for  foe  foreign 
exchange  losses  of  $400m  In  off-shore  debt,  If  calculated 
at  an  exchange  rate  of  RpS.OOQ  to  the  dollar. 

Telkom  is  majority-owned  by  the  state,  but  Its  public 
shares  weigh  heavily  on  foe  the  Jakarta  Stock  Exchange 
Index  and  are  listed  in  New  York  as  weJL 
Sander  Thoenes,  Jakarta 

SINGiWRJE  

New  investors  for  VSIP 

Vietnam  Singapore  Industrial  Park  attracted  11  fresh 
investment  projects  worth  US$85m  in  1998  despite  falling 
foreign  investments  into  the  country  generally. 

VSIP  said  yesterday  that  the  new  Investors  included 
Japan  Storage  Battery,  Nttto  Denko  Corporation,  Dal- . 
nippon  Ink  & Chemicals.  Fraser  & Neave,  Super  Caffeemix, 
Gold  Roast  Food  Industry,  Star  Chemical,  Sunlight  Electri- 
cal, New  Toyo  International  and  Unza  Group  of 
companies. 

The  company  said  it  had  33  confirmed  investment  pro- 
jects worth  $380m  since  Its  groundbreaking  in  May  1996. 

VSIP,  located  about  17km  north  of  Ho  Chi  Mlnh  City  in 
Blnh  Duong  province,  said  it  would  start  the  construction 
of  foe  second  phase  spanning  some  190  hectares  in  dif- 
ferent sub-phases.  The  first  phase  of  124  hectares.was 
completed  in  late  1998. 

it  said  foe  outlook  was  difficult  but  it  would  focus  on 
attracting  companies  from  the  US  and  Europe  and  selec- 
tively from  Japan. 

VSIP  is  a joint  venture  between  an  eight-member  Singa-' 
pore  consortium  led  by  Sembawang  Resources,  a unit  of 
SemCorp  Industries,  and  Vietnamese  state-owned 
Becamex.  Reuters.  Singapore 

China  groups’  debt 
default  rate  rises 


As  much  of  Japan’s  vast 
life  insurance  sector 
grapples  with  the  bleak 
business  environment  and 
contemplates  the  introduc- 
tion of  new  legislation  and 
an  examination  by  the 
Financial  Supervisory 
Agency,  the  sector's  watch- 
dog, four  domestic  life  insur- 
ers are  pointing  the  way  for- 
ward. 

The  recent  tie-up  between 
two  mid-size  life  insurers  - 
Tokyo-based  Taiyo  Mutual 
and  Osaka-based  Daido 
Mutual  - highlights  the 
pressures  emerging  in  the 
Yl90,000bn  (81,634bn)  sector, 
and  in  a break  with  corpo- 
rate tradition.  Mitsui  Life 
last  year  became  the  first 
Japanese  mutual  life  insur- 
ance group  to  announce  its 
intention  to  become  a listed 
company. 

At  present,  almost  all  of 
Japan’s  largest  life  insur- 


ance groups  are  mutual 
groups.  Several  groups  are 
also  looking  at  keeping  costs 
down  by  marketing  their 
products  directly  rather  than 
via  the  traditional  network 
of  agencies. 

The  alliance  between 
Taiyo  and  Daido  aims  to 
take  advantage  of  the  for- 
mer’s strength  in  the  retail 
business  and  the  latter’s  in 
the  small  corporate  business. 
With  combined  assets  of 
about  Y12,350bn  - which 
would  make  the  merged 
group  the  fifth  largest  life 
insurer  In  Japan  - the  two 
are  considered  the  strongest 
and  best-capitalised  compa- 
nies in  the  second-tier  range. 

“The  life  insurance  market 
is  dose  to  saturation,"  says 
Taiyo  president,  Masahiro 
Yoshiike.  "I  doubt  compa- 
nies will  be  able  to  survive 
with  single  business  lines 
any  more.  But  it’s  hard  to 


carve  out  new  niches;  that’s 
why  we  thought  it  better  to 
tie-up  with  a company  with 
well  established  strengths  In 
other  areas." 

The  announcement  was 
hailed  by  analysts.  “It’s  a 


stock  and  land  prices,  and 
the  appreciation  of  the  yen. 

“This  fiscal  year-end  will 
be  a tough  one  for  our  Indus- 
try. as  many  companies  will 
be  writing  off  bad  loans.  Fis- 
cal 1999  should  be  a much 


(l  believe  listed  status  will  stand  us  in 
better  stead  for  the  next  50  years  - it 
will  be  easier  to  raise  capital1 


pretty  good  move,"  said  Rob- 
ert Garone.  non-bank  finan- 
cials analyst  at  Dresdner 
Klein  wort  Benson. 

Taiyo  and  Daido  have  high 
solvency  margins  of  873  per 
cent  and  1.017  per  cent 
respectively,  well  above  the 
industry  average  of  680  per 
cent.  But  they  have  also 
been  plagued  by  non-per- 
forming assets,  plunging 


better  reflection  of  individ- 
ual life  insurers'  health."  Mr 
Yoshiike  said. 

Mr  Yoshiike  said  he  was 
also  seriously  considering 
transforming  Taiyo's  status 
from  a mutual  to  a listed 
company  when  the  govern- 
ment introduces  legislation 
in  the  sector. 

“Becoming  a listed  com- 
pany will  enhance  manage- 


ment mobility.  Although 
we’ve  been  a mutual  com- 
pany for  the  past  50  years  or 
so,  I believe  listed  status  will 
stand  us  in  better  stead  for 
the  next  50  years.  It  will  be 
easier  to  raise  capital  and  by 
meeting  the  higher  disclo- 
sure requirements.  I hope  it 
will  also  raise  our  credibil- 
ity," says  Mr  Yoshiike. 

Traditional  life  insurers, 
such  as  Taiyo  and  Daido 
have  also  been  weighed 
down  by  expensive  cost 
structures.  But  as  Big  Bang 
deregulation  gets  under  way, 
several  foreign  and  domestic 
life  insurers  have  started  to 
market  directly. 

The  format  has  proved  a 
success  for  Orix  Life,  a small 
life  insurance  company 
which  is  part  of  the  Orix 
Group,  Japan’s  largest 
leasing  company.  Orix  Life 
says  that  its  direct 
marketing  sales  have 


seen  steady  growth  since  it 
was  launched  in  September 
1997. 

' “Direct  marketing  is 
starting  to  take  root  in 
Japan.”  says  Shinobu  Shi- 
raishl  president  of  Orix  life. 
“Obviously,  advertising  is 
our  biggest  cost,  but  we're 
already  making  a small 
. profit  (under  US  SEC 
accounting  rules]  in  the 
direct  marketing  business. 
And  the  demand  isn’t  com- 
ing from  any  particular 
demographic  - it’s  a pretty 
even  distribution.” 

Orix  Life's  interim  report 
in  September  showed  it  had 
more  than  doubled  its  new 
individual  life  policies  year- 
on-year. 

Taiyo’s  Mr  Yoshiike  is  also 
enthusiastic  about  direct 
marketing.  “We  plan  to  try 
direct  marketing  together 
with  Daido  as  well,"  he 
says. 


By  James  Harding 

The  credit  squeeze  in  China 
appears  to  be  putting  a seri- 
ous strain  on  a wide  range  of 
businesses,  leading  to 
defaults  on  overseas  debt 
and  domestic  corporate  debt 

Officials  yesterday  con- 
firmed that  six  state-owned 
groups  in  the  wealthy 
southern  province  of  Guang- 
dong had  failed  to  meet  pay- 
ments on  abont  RMB500m 
($6Qm)  of  maturing  debt. 

The  problems  feeing  bor- 
rowers on  domestic  markets 
suggests  that  the  liquidity 
pressures  that  have  troubled 
Chinese  companies  with 
overseas  exposure  are  taking 
hold  at  home. 

The  largest  problem  was 
with  Maoming  Acrylic  Fibre, 
which  was  unable  to  repay 
principal  on  debt  of  more 
than  RMBlOOm.  The  debt 
matured  late  last  year, 
according  to  officials. 


This  announcement  appears  as  a matter  of  record  only. 
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GROUPE  ERAMET 

ERAMET  ACQUIRES  THE  MANGANESE  BUSINESS 
OF  THE  NORVEGIAN  PRODUCER  ELKEM 

The  EiamefsBoaid  of  Directors  at  its  meeting  of  January  28, 1999  presided  by  YVesRambaud  approved  the  acquisition  of  the  manganese 
assets  erf  Bkem. 


'■  A major  strengthening  of  Barnet's  manganese  tfivision 

Eramet  and  Elton  (Norway)  have  entered  into  an  agreement  whkh 
provides  the  sale  to  Eramet  of  Efrem's  assets  in  Norway  and  the 
USA  for  a total  amount  equivalent  to  about  FRF  1,135  mttOon. 
(€  173  mittori).  The  assets  sold  comprise  fixed  assets  and  the  wortog 
capital  excluding  customs  reosvables-  The  required  complementary 
working  capital  is  about  FRF  450  mlHon  (€  68.6  mJHJon). 

The  financing  of  this  acquisition  wiH  be  jointly  prowled  by  Eramet 
and  Cogema  who  wifl  own  respectively  60%  and  40%  of  the  new 
company  created  to  hold  the  assets  of  El  kern’s  manganese 
business.  An  additional  bank  borrowing  of  about  FRF  600  mrBon 
will  be  organized  by  Eramet 

Efrem's  manganese  business,  one  of  the  world's  mam  producers  of 
manganese  alloys,  is  in  particular  the  world's  number  one  producer 
of  rrfned  ferromanganese  (medium  carbon  and  low  carbon 
ferromanganese). 

Its  plants  located  bi  Norway  (Sauda  and  Porsgrunn)  and  far  the  USA 
(Marietta,  Ohio)  employ  about  1 1 00  people,  ft  production  capacity 
is  dose  to  600,000  tpy  of  manganese  alloys. 

For  the  9 months  of  1998,  sales  reached  N0K  2,1 93  mflon  (about 
RIF  1,741  mil  Son)  and  operating  profit  was  N0K162  mfitoi  (about 
FRF  144  mi  Eon).  For  the  whole  year  1397,  these  amounts  were 
respectively  NOK  2,645  mtlBon  and  NOK 125  rrtilBon. 

Thb  acquisition,  in  fine  with  the  strategy  announced  by  Eramet  wiH 
allow  the  Group  to  become  the  world's  number  one  producer  of 
mangarese  alloys  and  to  offera  very  comprehensive  range  of  products 
for  the  steel  Industry.  The  ptants  of  Efrem’s  manganese  business, 
wfdd?  benefftfrum  mnpetitive  sfeorkrty  cost  partfculariy  Err  Norway, 

wiB  be  able  to  process  maiganese  ore  from  Cdndog  (a  61%  , 

affifete  of  Erameti.  8 


for  further  g^bfrnadoq  contact: 
Alar  Fof,  fanesttr  Relations 
(Eramet  Fork) 


The  excellent  complementarity,  both  in  the  commerdal  and  the 
technical  fields,  between  Elton's  manganese  business  and  Comitog 
should  aOow  an  increase  in  performances  and  profitability  of  the 
Barnet's  manganese  dhrfston  and  should  lead  to  an  increase  in  the 
result  per  share  of  Barnet 

XKs  acquisition  will  have  to  be  approved  by  the  appropriate 
authorities  of  Norway,  the  European  Union  and  the  USA. 

■ Prospects  for  the  1998  results  of  the  Eramet  Groiv 

The  Board  of  Directors  reviewed  the  recent  changes  in  the  Group's 
markets  arid  result  estimates  for  1 998. 

to  each  rrf  the  3 divisions,  the  activity  in  the  second  hatf  1998  was 
weaker  than  in  the  fast  hat,  due  to  patiadarto  the  mariced  slowdown 
of  the  world  steel  production.  In  addition,  the  nickel  price  declined 
verysdungfy  during  the  second  half  and  the  US  dofer  parity  In  French 
francs  weakened. 

The  Group's  consoHared  turnover  in  1998  is  estimated  at 
FRF  7,280  rmfen  (€  1 ,1 1 0 mflfion),  a decrease  of  about  7%  compared 
to  that  of  1997  (pro-forma  fTIF  7,81 7 million,  € 1.192  million).  The 
final  turnover  wiB  be  pub  fished  during  the  second  week  of 
February. 

Thanks  to  the  satisfactory  results  of  the  Hgh  speed  steel  and  the 
manganese  divisions  and  after  taking  Into  account  die  significant 
exceptional  gains  indicated  on  September  1 5. 1 998  (FRF  43  million 
net.  i.e.  € 6.6  milBon  In  the  fist  half  and  FRF  100  million  net  l*. 

€ 15. 2 mJIton  in  the  second  halfi,  the  Groin's  share  of  the  naresutt 

for  the  whole  year  1998  is  estimated  at  FRF  250/270  miffion 
(€  38.1/41.2  ntilBon)  to  be  compared  to  FRF  389  million 
(6  593  roil  Son)  in  1997.  Fatal  results  will  be  announced 
I on  April  7. 1999. 


Phone  (13)  1.4538.4242 
Internet: 
hapftvwMprfriejCOm 


I STEELS  - MANGANESE 


i A.  ' 
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All  the  groups  that  have 
run  Into  difficulties  repaying 
debts  are  owned  by  Guang- 
dong provincial  government, 
which  also  owned  Guang- 
dong International  Trust  and 
Investment  Corporation 
(Gitic). 

The  abrupt  closure  of 
Gitic.  which  filed  for  bank- 
ruptcy last  month  with  debts 
of  $<L37bn  predominantly  to 
foreign  lenders,  has  caused  a 
dramatic  deterioration  in 
lenders'  confidence  In  Chi- 
nese risk  and.  in  particular, 
in  the  strength  of  support  for 
enterprises  backed  by  the 
Guangdong  government. 

Fujian  International  Trust 
and  Investment  Corporation 
(Fitic)  has  been  forced  to 
undertake  a radical  restruct- 
uring to  meet  foreign  debt 
and  working  capital 
demands,  as  overseas  loan 
agreements  worth  SlOOm 
have  been  cancelled  since 
the  Gitic  closure. 


WestLB  Panmure  is  regulated  by  SFA. 
December  1998 
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CHRISTIE  &.CJ2 


Surveyors,  Valuers  & Agents 


City  of  London 


- Sap«t>  ioatioam  Coy. 

■ No  TO  yew  cad  306.97  £831 .527. 

• Currently  aiding  S days  only. 

* Lai^  fhaotapc  oato  areet 

' Potential  for  wtrkcad  trade. 

OWOS  IN  EXCESS  Of 


Lminn  Office  Ref  OOMTOOBTOmDI 

0171  2270700 


North  Yorkshire 


NurswcHome 
Regktemd  for  38 

■ 22  angle  and  8 tbarcd  roans. 

- Excellent  occupancy  leyeb.  Good 
cnodidoo  throughout. 

■Fk  incasK  year  end  31.1197 
£559.700. 

* Good  profit  margin  arhjfvfff 
S925JM  FSKEBOU) 

Leeds  Office  Ref  SSWOSIOUAI 

01133892700 


FREEHOOSE  & REmiKANT 

• SahMimtial  17th  Cenmry  frechotac 
near  Lewes. 

* 4 bars,  restamet  J4S),  function 
roam.  Weil  equipped  throughout. 

* 3 bedroom  sccommodatioii. 

- Esnbhshod  trade  in  excess  trf 
C&000  per  week. 

• High  vohune  food  talo.  Car  path. 
1365,000  ntBBBOLB 

Maidstone  Office  RefBS/FTSSUJ/FCI 

01622  656000 


North, \MPTO\sHikt 


Doal  Regbtered  Home  for  58 

• 22  singka.  18  twins  (37  en  mde). 

• Haming  penuuctQB  for  18 
additional  pbces. 

•Weekly  Tees £240-£3 11. 

• Lined  building  built  in  1610. 
•Tbnn  centre  location. 

£975JDMtm8BOu> 

UOam  Keynes  Office 
Ref  74/FTSD54/MB1 

01908206600 


K^stDamAL  Case  Home 
RnasraED  for  U 

* 3 doubles.  5 singles  ( J es  mite). 

■ Fee  raiige  £241-£260  per  week. 

■ 170  3L1Z97  £118^)15. 
■Reetmalnnrd  net  profit 

G5tfM/£4O,00Q. 

•Ideal  Onuinc  puwhprr 
OWUMrasraou) 

Ipswich  Office  Ref  14ffT?476UUA 

01473256588 


H ast  Sussex 


Licensed  Resiaukani;  Rye 

• AHrnrtiw  n|[  p^pniff 

coastal  town. 

• 2 section  dining  net  (40). 

• 2 bedroom  arrrtmroodmon  above. 

• WdB  placed  for  daytime  and 
evening  trade. 

• Bray  location  in  vtoor  town. 

• Well  fined,  sofa  variety  of  trades. 
£142£M  FKKEBOLD 

Maidstone  Office  RefSWT66SSinm 

01622656000 


$HHI  FIELD 


Residential  Cahk  Home 
Registered  tor  26 

• 18  single  rooms.  Shaft  lift. 

• Feta  £221 -£257  pa-  week.  Majority 
private. 

• Rnddemial  location  south  of  city 


£66RM6  FREEHOLD 

Leeds  Office  Ref  SM1BE3/UBI 

01133892700 


Nor  in  Yorkshire 


Nursing  Home 
Registered  for  40 

Fees  £318-080  per  week. 

\4ay  good  quality  accommodation. 
Victorian  property.  Purpose  hath 


EnxDe&t  occupancy  levels  Superb 
location. 

£1,200,000  FREEHOLD 

Leeds  Offkx  Ref  SVFmiSMB! 

01133892700 


Offices  at:  London  ■ Birmingham  ■ Bristol  • Edinburgh 
Exeter  • Glasgow  • Ipswich  • Leeds  ■ Maidstone  • Manchester 
Milton  Keynes  - Newcastle  - Nottingham  • Winchester 


EUROPEAN 
PREFABRICATION 
SYSTEMS  (UK)  LIMITED 

(In  Administrative  Receivership) 

The  Joint  Administrative  Receivers,  S V 
Freokky  and  D J Buchler,  offer  for  sale  as  a going 
concern  the  business  and  assets  of  European 
Prefabrication  Systems  (UK)  Limited. 

• Manufacturer  of  modular  based  prefabricated 

• bathroom  units  mainly  for  die  hotel  sector. 

• Turnover  of  £2.2  million  for  the  nine 
months  ended  30  September  1998. 

• Newly  built  and  fitted  26,000  square  foot 
leasehold  head  office  and  factory  in 
Maidstone,  Kent. 

• Stock  held  of  78  completed  bathroom  pods. 

• Well  established  blue  chip  customer  base. 

For  further  information  please  contact 
by  fax  Andrew  Foster  or  Mike  Kienlen 
on  0171  629  9444  at  Buchler  Phillips, 
84  Grosvenor  Street,  London  WlX  9DF. 


i 


Buchler  Phillips 

FINANCIAL  RECOVERY  AND  REST  Rif  CTURINO 


FOR  SALE 

TELEPHONE  RESPONSE  AND 
HAN  DUNG  SERVICES  BUSINESS 

Comprising: 

D Tatophone  response  centre 
O Promotional  handling 
O Warehousing.  packing  and  Ostribution 
Located  in  th*  North  West  at  England  ac|8cart  to  motorway  narivoric 

Afl  enquiries  and  requests  tor  further  information  in  writing  to: 

IGASSON 
BECKMAN 

o harts  red  Accountants 
3*  Floor 
- ETtbLane 

Manchester  M2  4JB 

Ret:  DAT  Pitidptfsonhr 


UAZARSMMLLERl*SStU  Ud^UWHiWiiwrfamAihwaarf'nwMrrUBiw 

LVti.jLiiFv>  AiAMHeUiVlhlnUlifiSMM 

HEATHFUSLD,  SUSSEX  - 

ESTABLISHED  CAR  DEALERSHIP 

wtthnwdcmwwbhopf&ft 

Prominent  frontage  to  busy  A265 
Rally  fined  showrooms  &.  workshops 
Modem  petrol  forecourt 
Lan*e  yard  area 

FREEHOLD  FOB  SALE 
Refi  CAW/REM 


□ 

□ 

□ 

□ 


EDWARD  SYM HONS 

MOTOR  TMBI 

ll-HGrJwa  Stneu  Lm4m  WIN  ALA 
Fuii>I7I  VM4?« 


Tel:  0171  344  4500 


SI  I I,IN<;  \ < )l  K in  Si \F.SS? 


BUSINESSES  FOR  SALE 


Vfc!awd»^*nd«sqronMteA*evotebc«paBetowaf 
bttMftos  a»d«waiwdodml  tns/Hoic  marktsmi  w tfikienry. 
tfyooaearodafaaa^iadiwraaBovexieae^^ 
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CLARENDON  HOUSE 
HOTEL  (KENILWORTH) 
LIMITED 

:7/v  ■'-■.DMlNiS t R.ATi\  E RLllI',  t ksi  HC; 
OCAUT y HO! fi 


The  Joint  Administrative  Receivers,  Alistair  Grove  and 
Neville  Kahn,  offer  for  sale  the  business  and  assets  of  this 
hvofthree-star  hotel  in  Kenilworth,  Warwickshire. 

Principal  features  of  the  business  indude: 

• Grade  i!  Listed  freehold  in  the  High  Street 

• 32  en-suite  bedrooms 

• function  suite  for  200  with  marriage  Bcenee 

• self-contained  owners'  flat 

• turnover  in  the  region  of  £500,000  pa 

For  further  information,  please  contact  Michael  Phillips  of 
Christie  & Co,  Edgbaston  House;  3 Duchess  Place. 

Hagfey  Road,  Birmingham  EH  6 8NH. 

Tel:  PT  21  456  1222.  Fax:  0121  455  0114. 


(;iIRISTIK<S:.t:SJ 


Surveyors.  Valuers  8c  agents 


Prkjm/^hous^copbrs 


n eTfeapfc  Omul  M M Sbml  «m*«tan  B4  NT  b 
nTAcmMOtah^MlMdMtaiiDanynlMO 


VICTORIA  YACHTS 
LIMITED 

N -\D\  UNIS  ■ Rk  JIVE  RFCfiVEFSHIP/ 
YACHl  SLUDER 


The  Jar«  Administrative  Recovers,  David  Blenkam  and 
Peter  Budde,  offer  for  sale  the  business  and  assets  of  this 
dassic  yacht  builder  based  hi  Warsash  near  Southampton. 

Principal  features  of  the  husiness  include: 

• internationally  recognised  brand  name 

• own  rights  and  moulds  for  construction  of  the 
Victoria  (800, 30, 34, 38)  and  the  Frances  (26, 34) 
range  of  yachts 

• yacht  brokerage 

• repair  and  servicing 

• operating  from  leasehold  premises  in  prime 
South  Coast  waterfront  location 

For  further  information,  please  contact  David  Blenkam  of 
PrioewaterhouseCoopers,  The  Quay,  30  ChanneTWay, 
Ocean  ViUage,  Southampton  5014  3QG. 

Teh  01703  330077.  Fax:  01 703  236252. 
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CHRISTIE  &.C12 


Surveyors,  Valuers  & agents 


Ch\  I R vi  London 


Churchill  Private  Clinic 
Lambeth  Road,  SEl 

■ Acute  medical  and  surgical  cases. 

• TVF  fertility  centre. 

• MRI  and  imaging  department. 

■ Out  padent  services  including  physiotherapy. 

• Revenue  £4  mfilkm  per  annum. 

Oftcrs  in  excess  of  £4,000,000  freehold 

Comocx 

Craig  WooDarn  David  Beecbam 

01562  833812  0171 227  0700 

tofmni85VJ2Q6 


OfF'CES  at.-  London  ■ Birmingham  • Bftistoi  ■ EoiNe.cac.H 
Exeter  Glasgow  ■ Ipswich  Leeds  Maidstone  • Manchester 
Milton  Keynes  • Newcastle  ■ Nottingham  - Winchester 


CHESHAM. 

BECAUSE  YOU  ONLY  SELL 
YOUR  BUSINESS  ONCE. 

And  yon  know  that  ifs  a scarce  resource. 
So,  why  should  you  pay  someone  to  produce 
die  buyers?  Perhaps  yon  should  talk  to 
Chesham. 

With  confidential  briefs  from  more  than 
2000  PLCs,  foreign  multinationals  and  venture 
capitalists  who  are  looking  to  buy  successful 
private  companies  worth  between  £1  million 
and  £50  million,  we  ought  to  be  able  to  help. 

If  you  would  like  a confidential  discussion, 

' please  contact  our  Managing  Director: 


CHESHAM 

AMALGAMATIONS 


Chesham  House,  2 Beahnck  Street,  London  WlM  5RN. 
Telephone:  0171-935  2748. 


Robson  Kav  & Co  Ltd. 


FOR  SALE 

orp'j  HcnagFCA  & I C Brown  BSC  ACCA 
Lemfli  tSatks  Ln!  & Chnaspber  Hadyn  Lid 


i a mti  cf  ighIctt  £ ibid^b  riKb  m noU  ndet 


OGmc.IMiUmAA 
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..  m S COB&SOC  *ihwip  IPL,  4|i  mi 

RafcMKay&CaLtf 

B^MWTbM«stei.UltliNI> 
TcfceWI  177  33®  Fins  a|6l  87?  JJ« 


teaMtORa 


NICHE 

RETAIL  BUSINESS 
FOR  SALE 

a E^gi!tinn,ataBdfBnstDre 

• Foreost  gross  map  75* 

• FnafidB£i3B+.FiHnpnfi) 
E2h+  (year  shI  1999-2000) 


Its&iI  Caitre  ad  BJuawntErl 
Offers  drta  £5a  (ng.) 
For  dsfads  toll  (Bn  Own  S Co. 
iGxvftrsdAanMihrts] 

01325349700 


FOR  SALE 


SUPPLER  OF 
1NDU6TRIAX.  CLEANING 
EQUIPMENT  MACHINES. 
CHEMICALS,  ETC 

Based  in  S.E.  England 
| • Turnover  circa  £800k 
Highly  Prttitable 
Blue  chtp  client  base 
| • Established  ore:  30  years 
Retirement  Sale 


Apply  To: 

Box  35270.  Financial  Tiinc-s 
One  Souih'.vLiik  B.'icige 
London  SEl  0HL 


In  Administrative  Receivership 
The  Joint  Administrative  Receivers,  J,C.  Reid  and  FLG. 
Btis,  offer  for  sale  the  business  and  assets  of  John  R. 
George  Limited,  situated  in  Ltantrtsant,  South  Wales. 
The  company  manufactures  and  maintains  capital 
equipment  and  machinery  used  in  the  sfee/  industry 

and  fe  for  sals  as  a going  concern. 

The  main  features  of  the  business  are: 
■ Turnover  of  £2,5  million 

■ Freehold  property,  34,924  sq.ft  on  2.5  acre  site 
situated  2 miles  from  the  M4  motorway 

■ Extensive  range  of  plant,  equipment,  loofing  and  stock 

■ Weil  established  customer  base 

■ Existing  order  book 

For  further  Information  please  contact  J.C.  Reid  or 

Dekrttte& 

louche 

M A Simpson  at  DeJoitte  & Touche,  Blenheim  House, 
Newport  Road,  Cardiff  CF2  ITS. 

Telephone:  01 222  481 1 11  Fax:  01 222  48261 5 

a 

Amhorisad  by  trie  tnsutmn  oT  Chartered  Acmimma  W England  and  Wales 
Id  cany  on  Investment  Business. 

HYDRAULIC  ENGINEERS/ 
COMMERCIAL  VEHICLE 
BODYBUILDERS 

Hie  Joint  Administrative  Receivers  offer  foe  sale 
the  badness  and  assets  of  Jespro  Limited. 

■ Hydraulic  engmeering/manufacture  - oommenrial 
v^riide  tipping  equipment 

■ Tarruaver  circa  £1.6ni  per  anrmrrt 

■ 22JXX)  sqJL  modem  premises  in  Bradford,  West 
Yorkshire  (leasehold  or  freehold  may  be  available) 

■ Situated  on  M606  roundabout 

For  farther  information  please  contact  Robert  Ratfcev, 

Joint  Administrative  Receiver;  or  Antony  Denham  at 
Baker  TIDy,  Carlton  House,  Grammar  School  Street; 
Bradford  BDI 6NS. 

Tet  01274  735311  Fax:  01274  37D562. 


BAKER  TILLY 

Chartered  Accountants 


Autartnd  M cany  on  audl  wati  and  niltotad  Id 
boiinmbylhelraHiieafCiiartindAmMlMiiii 


on  iniMWent 
and  Wales. 


Clark 

&Lowman 


PAUL  CLARK,  ADMINISTRATOR, 
INVITES  OFFERS  FOR 
RHONDDA  WASTE  DISPOSAL  LTD 
(IN  ADMINISTRATION) 

• Landfill  site  at  Nant-y^Gwyddon.GeU. 
Rhondda  Vtafley.  South  Woles 
• Management  of  four  civic  amenity  sites 
• Ongoing  local  authority  contracts 
* Possibility  to  acquire  shares  or  business  and 
assets  only 

For  further  information  please  write  In  the  Orst  Instance-  lo 
PJ  CtarU.Oark  a Lowmon, 

The  Buckman  BuUefing.43  Southampton  Rood. 
Ringwood. Hampshire  BH24  THE 
telephone  0l42S~d6252O. 

Facsimile  01426-462530. 


Specialist 

Commercial  Printers 

□ Quick  turnaround  printer  specialising  in  financial 
research  work 

□ Rill  range  of  in-house  printing  services 

□ 24  hour  service  provided  to  Hue  chip  customer  base 

□ Good  Central  London  location 

□ Turnover  for  year  end  28th  February  1 998  circa  £1 .9m 

Business  and  Assets  For  Sale 

Gna.iv  Matkrl  Yiwra  ■*  Pcta  WmicD  Chuuk  Slew  Uhoi,  R>J*nJ  Cnar 


MonooTbonron  & Co 
Tiemci.n  liar, 

47  Huhvefl  Hid 
SlAlKaM.Hem.ALI  I HP 
TtJ.01727  SI  Nil 
Fax;  01727  MOCST 


EDWARD 

SYMNONS 


2 S.«rfwta*t  Sweet. 

LmJim  BnJce 
LnieifSI  1RL3 
Tet  0171  WMS4 

Fax:  0171  «J  W7 


SPECIALIST  PRECISION  MOULD  AND  DIE  MAKER 
FOR  THE  PLASTICS  INDUSTRY 

a Located  In  Home  Counties. 

▲ EstabSshed  15  years  ▲ Turnover  £1.2  mlfflon 
A Many  clients  are  household  names,  mainly  In 
Automotive.  Bectilcal  and  WhHegoods  market  place 
A Typical  order  book  S250-S450K 
Sole  due  to  Retirement. 

REALISTIC  OFFERS  INVITED 
Contact; 

Laura  Morrison.  Square  Route  Solutions  Ltd 
66  Patton  Road  Wfest.  Lowwade.  Midlothian.  EHlfl  1EL 
Tel/Fax:  0131  £60  5221  .MobBe:  0331  622673 


ill 


MM 


4-  Long  established  and  ccxislstently  profitable 
company  servicing  national  accounts  for  sale 

4-  Turnover  £3m+  from  3 branches 

Principals  write  to: 

Box:  B6268,  Financial  Times, 

One  Southwark  Bridge, 

London  SEl  9HL 


LIQUIDATIONS 

RECEIVERSHIPS 

AUCTIONS 

200-400  lined  every  week 
in  the  PAGE  1 REPORT 


BUSINESS  RESALE 

120+  different  businesses, 
auctions  and  property  sales 
listed  cwsy  month. 


0800  389  5504 

Fax:  01652  688867 


PRECISION 
ENGINEERING  CO 


Approx  5Q  mi  lea 

NE  of  London. 

Sales  1998  c El. 3m.  ' 
Long  established  blue-chip 
customer  base. 

ISO  9002,  very  profitable. 
Genuine  retirement  sale. 


ALPHA  MACHINE 
TECHNOLOGIES  LIMITED* 

AMT  is  a leading  designer  and  developer  of  Automated 
Systems  and  Special  Purpose  Machinery  providing  a 
diverse  range  of  solutions  for  production  automation. 

It  is  retained  by  multi-national  blue  chip 
diene  to  the  UK.  Prominent  features  indide: 

• Operations  principally  si  East  Kibrideand 
Bradford,  as  weJ  as  Stockton  ipon  Tees 
• Highly  respected  team  of  dedicated 
mechanical  and  software  engineers 
■ Annual  Tuirover  in  excess  of  £3.5  mfflion 

• Extensive  IntdJectiiaJ  Property  Rights 
and  ISO  9001 

• In-house  engineering  and 
testing  fadUties 

Potential  growth  for  repeat 
orders  and  markets  overseas 

For  further  details  please 
contact  Kieran  Day  at 
Casson  Beckman  G Partners, 
Bow  Chambers.  8 Tib  Lane 
Manchester  M2  4JB. 

Tel:  016 1 832  0333 
fee  016 1 8329212 


Casson 

Beckman 

Group 


l-lntro*  Imcrt  CxunlMn0'.rimh[di<<»icCjM.-nlKt.-aaiCno 


Fastener  Distribution  and 
Manufacturing  Group 

The  Joint  administrative  receivers  seek  offers 
for  all  or  part  of  the  business  and  assets  of 
this  specialised  distributor  and  manufacturer 
of  fasteners.  The  group  Is  primarily  a supplier 
to  original  equipment  manufacturers  with  a 
customer  base  which  includes  many  blue 
chip  companies. 

The  group  trades  from  Bromsgrove, 
Worcestershire  and  Eastbourne,  East  Sussex. 
The  group  turnover  for  1998  was  £3. 5m. 

For  further  Information,  please  contact 
Tony  Mitch  eD  or  Tim  Heasdgrave  at: 

BDO  Stay  Hayward, 

Beneficial  Building, 

28  Paradise  arcus, 

Queensway, 

Birmingham  B1  2BJ 
Telephone:  0121  608  6086 


IBDO 


BOO  Sttj  Kijvoii 
CotporateRecOTwy 
and  Insolvency 


CABLING  INSTALLATION  COMPANY 
FOR  SALE 


• Long  established  company,  specialising  in  both 
fibre-optic  and  copper  cabling 

• Earnings  £300K  before  tax  with  growth  potential 

• Wide,  blue  chip  customer  base  with  high  volume  of 
repeat  business 

• Genuine  retirement  sale 
Principles  only  please 
Write  Box  B6269 
Financial  Times 

One  Southwark  Bridge 
London  SEl  0HL 


Approved  under  Section  57  (1)  ol  the  Financial  Services  Act  1988  by 
a person  regulated  by  the  Institute  of  Chartered  Accountants  in 
England  and  Wales  to  carry  on  investment  business. 


LEADING  DEVELOPER 
OF  DIGITAL  IMAGING 
RIP  SOFTWARE 

• Profitable  developer  of  digital  imaging  RIP  (Raster  image 
Processing)  software. 

• Sipplyhg  blue  chip  OEM  nxjnutocturers  of  large  format 
digital  printers. 

• Own  proprietary  software,  leadtog  brand  name 

• Turnover  approaching  £3miBon. 

-Wad  estabSshed  and  successful  management  team  keen 
to  continue  development  of  the  business. 

• located  In  the  UK. 

Potential  purchasers  please  reply  to  Box  No.  B6254 
Financial  Times,  1 Southwark  Bridge.  London  SEl  9HL 


We  want  your 
business. 


For  more  Morrration  on  Classified  Business  Advertsing  in  the  FT 
pleas*  call: 

TeL- +44  171  873  3349  Fax:  +44  171  S73  3064 
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ECC  accepts  $1.25bn  bid  from  Imetal 


MM  ■ NN  ■ ■ **■* 


By  Chartes  Pretzfik 


English  China  Clays,  the  UK 
industrial  minerals  and  spe- 
ciality chemicals  group,  yes- 
terday said  it  had  accepted  a 
£756m  ($135bn)  takeover  bid 
from  Imetal,  a French  rivaL 

Imetal  is  offering  250p  a 
share  in  cash,  an  It  per  cent 
increase  on  its  original  offer 
of  225p,  which  ECC  dis- 
missed as  too  low. 

Imetal  announced  its 
intention  to  launch  a hostile 
takeover  bid  but  the  two 


groups  began  formal  negotia- 
tions two  weeks  ago.  imetal 
is  now  expected  to  offer  a 
seat  on  its  board  to  Dennis 
Rediker.  ECC's  chief  execu- 
tive. 

Patrick  Krcm,  chief  execu- 
tive of  Imetal.  said:  “We 
would  welcome  Mr  Rediker 
in  our  management  team." 
Mr  Rediker  said:  “From 
what  I know  today.  I would 
like  to  join.” 

However,  the  deal  met  a 
lukewarm  reception  in  the 
City.  ECC's  shares  fell  lp  to 


24lp.  Nick  Hatch,  an  analyst 
at  Flemings,  said:  Tm  disap- 
pointed and  I think  there  are 
one  or  two  shareholders  who 
felt  they  deserved  more." 

Imetal  shares  rose  15-4  per 
cent  in  Paris  yesterday.  “The 
French  market  obviously 
thinks  they're  getting  a 
steal.”  Mr  Hatch  said. 

ECC  had  said  Imetal's 
original  225p  offer  “fails  by  a 
wide  margin  to  reflect  the 
value  of  the  company's  busi- 
ness and  prospects.”  How- 
ever, Mr  Hatch  said:  “I  don't 


call  25p  closing  a wide  mar- 
gin " He  had  valued  the 
group  at  270p  a share. 

Mr  Rediker  insisted  Ime- 
tal’s  raised  offer  was  “a  fair 
value”.  It  represented  a 56 
per  cent  increase  on  the  lGQp 
at  which  ECC's  shares  lan- 
guished immediately  before 
imetal  declared  its  interest. 
ECC’s  shares  had  fallen  from 
over  400p  in  1965.  underper- 
forming the  FTSE  All-Share 
index  by  75  per  cent  over  the 
period 

Mr  Kron  said:  “We  believe 


the  enlarged  group  will 
become  a low-cost  producer 
in  the  industry,  providing 
customers  with  high-quality 
service,  based  on  a wider 
product  offering,  a diversi- 
fied base  of  reserves  and  bet- 
ter levels  of  research  and 
product" 

He  sMd  he  would  consider 
the  options  for  ECC's  speci- 
ality chemicals  division.  Cal- 
gon,  including  its  disposal. 

The  deal  must  receive  reg- 
ulatory clearance.  It  will  be 
examined  by  the  US  Depart- 


ment of  Justice,  the  Euro- 
pean Commission  and  Cana- 
dian competition  authorities. 

Analysts  believe  it  will  be 
closely  examined  because  it 
would  reunite  ECC's  Georgia 
Kaolin-  with  Imetal’s  Dry- 
branch  Kani|n-  Both  busi- 
nesses were  owned  by  the 
same  group  but  ECC  was 
prevented  from  buying  them 
both  by  US  regulators. 

iirmtai  was  advised  by  N M 
Rothschild  and  SG  Hambros. 
ECC  was  advised  by  Schro- 
ders. 


Inchcape  sells  Latin  American  bottling  side 


By  John  Wttnan  fn  London  ami 
Mark  MoKgan  hi  Santiago 

In  a further  step  in  the 
consolidation  of  the  Coca- 
Cola  bottler  network,  Embo- 
teHadora  Arica  of  Chile  is  to 
acquire  the  Latin  American 
bottling  interests  of  Inch- 
cape,  the  UK  trading  com- 
pany. 

Arica,  which  is  quoted  on 
the  Santiago  stock  exchange. 


has  agreed  to  pay  $750m  for 
the  business  which  bottles 
Coke  in  central  Chile  and 
Peru.  It  already  has  the  fran- 
chises for  the  northern  tip  of 
Chile  and  most  of  Bolivia 
and  the  deal  will  create  the 
fourth  largest  bottling  group 
in  Latin  America. 

The  acquisition  will  give 
Arica  96  per  cent  of  Coca- 
Cola  drink  sales  in  Bolivia, 
S3  per  cent  in  Fern  and  38 


per  cent  of  Chile. 

Andr£s  Vicufia,  Arica’s 
vice-president,  said  the  com- 
pany would  finance  the  deal 
through  a 8340m  rights  issue 
which  would  double  its  capi- 
tal base.  Coca-Cola,  which 
holds  17  per  cent  of  the 
shares,  has  said  it  will  sub- 
scribe and  take  up  any 
shares  left  over. 

The  nest  of  the  price  will 
come  from  Arica's  resources 


and  debt  financing,  organ- 
ised by  JP  Morgan,  the  com- 
pany's adviser  on  the  acqui- 
sition. “We're  looking  at 
various  options,”  Mr  Vicufia 
said,  “with  the  idea  of  rais- 
ing perhaps  another  5300m.  ” 
The  US  investment  bank  has 
told  Arica  it  is  confident  of 
success. 

The  sale  by  Inchcape, 
which  was  advised  by  Mer- 
rill Lynch,  is  a further  step 


in  its  transformation  from  a 
diversified  trading  company 
to  an  international  motor 
distribution  business.  The 
UK  group  sold  its  Russian 
bottling  arm  to  Coca-Cola  for 
£5im  i$84m)  in  October.  Last 
month  its  Asia-Pacific  mar- 
keting side  went  to  a private 
investor  group  for  £93m. 

Still  to  be  sold  are  its  Mid- 
dle Eastern  marketing  wing, 
Inchcape  shipping  services 


and  Inchcape  NRG,  an  Asia- 
Pacific  office  automation 
business.  Analysts  expect 
these  to  raise  another  £150m. 

The  UK  group  expects  to 
m»kp  a cash  distribution  to 
shareholders  this  year,  with 
ripfaiis  to  be  finalised  once 
Arica  has  completed  the  fin- 
ancing arrangements  for  its 
acquisition.  Analysts  expect 
the  distribution  to  be  as 
much  as  llOp  a share. 


Mixing  together  a concoction  full  of  eastern  promise 


Lucy  Smy  examines  how  Blue  Circle  is 
following  the  industry  trend  to  invest  in 
the  emerging  markets  of  south-east  Asia 


Tbe  dusty  towers  and 
crenellations  of  Blue  Cir- 
cle's Chelson  Meadow 
cement  works  in  Plymouth 
foiled  to  protect  employees 
against  market  forces.  The 
plant  will  close  with  the  loss 
of  120  jobs  at  the  end  of 
May. 

In  common  with  other 
multinational  cement  com- 
panies Blue  Circle  is  shut- 
ting down  small,  high-cost 
plants  in  western  markets 
and  investing  in  big  plants, 
often  by  deep-water  ports,  in 
south-east  Asia. 

Last  year  Blue  Circle 
announced  it  would  close 
cement  works  at  Ipswich 
and  Plymouth,  at  a cost  of 
£39m  (864m). 

Meanwhile,  it  spent  more 
than  £7D0m  on  cement  busi- 
nesses in  Malaysia,  Singa- 
pore and  the  Philippines. 

Blue  Circle  is  also  with- 
drawing from  non-core  busi- 
nesses: for  example,  it  is 
expected  to  announce  soon 
the  disposal  of  its  Annitage 
Shanks  bathrooms  division, 
valued  at  soue  £250m. 

“If  we  want  to  grow  our 
business  we  have  to  look 
outside  the  UK,"  says  Keith 
OrraU-Jones,  chief  executive. 
“It  is  a mature  market,  and 
construction  as  a percentage 
of  GDP  growth  Is  falling  ." 
Blue  Circle  has  focused  its 


Free 

Annual  Reports 
from  the  FT 
where  you  see 
this  sign. 


Tel:  +44  181 770  0770 
Fax:  +44 181 770  3822 
Internet:  http://www.ichinc.com 


firepower  on  south-east  Asia 
because  It  believes  growth 
there  will  rebound  strongly 
in  a few  years. 

Other  big  multinational 
cement  groups  have  been 
plaiting  the  same  game.  In 
the  Philippines,  for  example, 
it  is  estimated  that  between 
them.  Cemex  of  Mexico  and 
Holderbank  of  Switzerland 
control  80  per  cent  of  cement 
capacity  along  with  Blue  Cir- 
cle. 

Blue  Circle  partly  wel- 
comes the  scramble  for 
assets.  It  prefers  to  operate 
in  markets  where  multina- 
tional rivals  have  a pres- 
ence. 

Foreign  owners  work  to 
similar  profit  targets.  Their 
Influence  restricts  the  scope 
for  aggressive  price  cutting 
while  lifting  the  product 
standards  demanded  by  cus- 
tomers. 

None  of  the  big  companies 
likes  the  word  “cartel",  but 
an  agree  that  small  domestic 
companies  producing  at  a 
loss  with  government  back- 
ing are  bad  for  business. 

Asia's  economic  problems 
have  Improved  the  availabil- 
ity of  assets.  As  a result  of 
informal  government  protec- 
tionism, and  strong  con- 
struction growth  which  dis- 
couraged owners  from 
selling,  targets  were  rare  in 
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Keith  Orrefl-Jones:  befieVBS  the  long  watt  wS  be  worthwhile 


south-east  Asia  during  the 
1980s  and  early  1990s.  The 
need  for  industrial  groups  to 
raise  cash  to  meet  debts  and 
faltering  construction  output 
ha«r  changed  that. 

But  fierce  competition  for 
assets  means  there  has  been 
no  fire  sale  of  south-east 
Asian  cement  works. 

“People  are  paying  a very 
high  price  in  south-east 
Asia,  and  not  just  on  a three 


RESULTS 


year  view.  They  are  spend- 
ing upwards  of  8120  (£73)  a 
tonne  of  yearly  capacity, 
when  the  market  price  of 
cement  is  845  a tonne,”  said 
one  London  analyst 
Mr  Orrell -Jones  concedes 
that  Blue  Circle  spent  $120  a 
tonne  on  one  acquisition  in 
the  Philippines,  but  believes 
rivals  may  have  spent  8150- 
8170  a tonne  in  other  south- 
east Asian  countries. 


Mdcofrn  Watson 

High  purchase  prices 
mpjin  greater  emphasis  has 
to  be  placed  on  wringing  effi- 
ciencies out  of  the  acquired 
business.  This  is  tough  in  a 
market  where  falling 
demand  is  increasing  over- 
capacity. 

Peter  Suozzo.  a cement 
analyst  at  Warburg  Dillon 
Read  in  Bangkok,  estimates 
that  in  Thailand  there  Is  a 
total  capacity  for  cement 


production  oE  483m  tonnes  a 
year.  He  expects  demand  of 
only  22m  tonnes. 

Capacity  utilisation  is  tbe 
key  level  that  cement  com- 
panies look  at  to  try  to  esti- 
mate profit.  Mr  Suozzo 
believes  Holderbank  is  will- 
ing to  wait  until  2003  for 
demand  to  pick  up,  raising 
capacity  utilitisation  in 
Thailand  from  about  54  to  85 
per  cent 

In  the  short  term,  many 
assets  are  being  moth-balled. 
mins  are  being  dosed,  fur- 
naces turned  off. 

For  Blue  Circle,  in  com- 
mon with  the  other  interna- 
tional groups,  the  eastward 
expansion  is  likely  to  dilute 
gamings  for  at  least  two  or 
three  years.  One  building 
materials  analyst  has  cut  his 
full-year  pamings  per  share 
forecast  for  Blue  Circle  by  2p 
to  Tip  as  a result. 

While  three  years  might 
be  a long  time  for  sharehold- 
ers. it  Is  a mere  blink  of  an 
eye  for  cement  companies. 
Most  are  looking  al  least  15 
years  ahead,  .when  they 
believe  their  investments 
will  begin  to  start  paying 
off. 

It  is  long  wait  hut  one 
that  Mr  OrrelTJtmes  believes 
will  be  worthwhile.  “There  is 
no  way  that  these  countries 
will  stay  down.  They  will 
recover.” 

However,  he  added:  “We 
have  spent  as  much  as  I 
think  we  should  in  the 
region." 
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Serco’s  joint  venture  with 
Nomura  International  .mir- 
rors what  it  is  set  up  to  do.- 
The  vehicle  will  be  owned  by 
Nomura  but  Serco  will  man- 
age its  operation.  Similarly, 
the  purpose  of  the  joint  vaa-  ■ 
ture  is  for  Nomura  to  fund 
the  acquisition  of  forge  state 
assets,  while  Serco  runs 
them.  Serco,  which  has 
crunched  20  per  cent  a year 
growth  in  earnings  per  share 
for  the  past  decade,  has  a 
good  track  record  in  improv-- 
ing  the  management  of  state 
assets,  he  they  prisons  or 
hospitals.  It  has  even  taken 
tbe  odd  equity  stake  In  them. 

But  with  a market  capitalisation  of  £850m  (Sl-39bn),  the 
batch  of  state  assets  now  on  the  auction  block  are  beyond  its 
scope.  To  get  control  of  The  National  Air  Traffic  Control 
System  or  chunks  of  the  London  Underground  would 
require  £ibn  and  more.  If  Serco  were  to  try  and  finance  as 
well  as  fwanwgp  NATS,  it  would  turn  itself  into  an  air  traffic 
company,  and  would  lose  the  flexibility  to  do  other  deals'.  Its 
joint  venture  with  Nomura  International  is  therefore  a sensi- 
ble division  of  labour.  Nomura  drums  up  the  finance,  Serco 
manogpw  the  project  There  is  also  an  equity  kicker  for 
Serco,  which  stands  to  receive  a share  of  the  capital  appreci- 
ation of  the  assets,  without  having  to  lay  out  any  initial 
capital.  Nomura  does  hot  usually  need  to  sweeten  its  part- 
ners like  this,  but  then  having  Serco  on  board  means  a 
better  of  clinching  deals.  The  only  concern  is  that 

the  two  have  to  wait  for  the  government  to  press  the  green 
button. 

English  China  Clays 

Imetal  rails  it  the  “unilateral”  approach;  others  would  use 
the  term  “bear  hug”.  Either  way,  this  unfriendly  If  not 
actively  hostile  technique  certainly  did  the  trick  with 
English  China  Clays.  The  latter  rebuffed  a bid  from  Imetal 
at  225p  a share,  arguing  it  foiled  by  a “wide  margin"  to  value 
the  company.  ECC's  Hpfinttinn  of  “wide  margin"  now  seems 
quite  narrow,  since  hostilities  ceased  at  250p. 

Did  the  management  simply  buckle  at  the  prospect  of  a 
drawn-out  scrap  which  could  have  ended  with  the  loss  of 
their  jobs?  Probably  not  At  250p,  Imetal  Is  giving  away  most 
of  the  value  created  by  merging  the  businesses  to  ECC 
shareholders.  That  is  a decent  enough  burial  for  a company 
whose  shares' have  underperformed  the  market  by  65  per 
cent  over  five  years. 


Electra  sets  3i 
tough  conditions 


By  Katharine  Campbefl,  Growing 
Badness  Correspondent 


Electra  Investment  Trust 
has  set  tough  conditions  for 
a resumption  of  stalled  talks 
on  a takeover  by  3i,  insisting 
the  venture  capital  group 
pays  a premium  to  its  net 
asset  value. 

ETT,  a rival  venture  capi- 
talist. has  stipulated  any 
revived  talks  must  be 
opened  by  3i  indicating  a 
price  in  terms  of  a premium 
to  current  net  asset  value. 
The  latter  would  be  as  calcu- 
lated by  Electra,  which  has 
retained  PwC  to  update  the 
last  published  figure  of  67Bp. 
The  figure  has  been  esti- 
mated by  BT  AlexJBrown  at 
between  720p  and  730p. 

Talks  reached  stalemate 
last  week  when  ETT  turned 
down  an  indicative  takeover 
offer  by  3i,  understood  to  be 
just  under  7D0p,  valuing  the 
trust  at  some  £1.2bn 
($156bn). 

Electra  also  wants  3i  to 
sign  a standstill  agreement, 
which  would  effectively  stop 
3i  from  launching  a hostile 
bid.  People  close  to  3i  added 
a hostile  bid  was  still 
“unlikely”. 

3i  is  understood  to  be  dis- 
missive of  tbe  Electra  valua- 
tion exercise  because  it  has 
already  come  up  with  its 
own  valuations  on  a com- 
pany by  company  basis  for 
over  two  thirds  of  Electro's 


unquoted  portfolio. 

3i  also  indicated  it  would 
not  be  put  off  buying  Electra 
Investment  Trust  even  if 
as  seems  increasingly  likely 
- it  foiled  to  secure  the  exec- 
utives from  Electra  Fleming, 
the  company  which  manages 
the  trust 

While  3i’s  initial  approach 
was  motivated  by  the  strate- 
gic fit  of  the  two  businesses 
as  well  as  by  financial  con- 
siderations, it  is  believed  to 
think  it  could  manage  the 
assets  without  Electra  Flem- 
ing. 

“There  was  a point  during 
the  talks  when  it  became 
clear  3i  could  not  be  confi- 
dent of  the  support  of  the 
[Electra  Fleming]  execu- 
tives." a person  close  to  3i 
said.  But  he  added  the  price 
would  have  to  reflect  that 
“3i  would  not  pay  a strategic 
premium  if  there  were  no 
certainty  of  the  management 
coming  along.” 

Electra  Fleming  is  a joint 
venture  between  EIT  and 
Robert  Fleming,  with  ETTs 
share  last  valued  at  £30 .6m 

Remuneration  is  under- 
stood to  be  the  principal 
sticking  point  for  Electra 
Fleming  managers.  The  lat- 
ter enjoy  co-investment 
schemes,  whereas  3i  has 
always  argued  that  such 
deal-by-deal  arrangements 
skew  the  rewards  towards 
executives  and  away  from 
shareholders. 


Guardian  RE  agrees  £3.3bn  offer  from  Axa 


By  Andrew  Btrfger, 
Insurance  Correspondent 


The  beard  of  Guardian  Royal 
Exchange,  one  of  the  UK's 
oldest  Insurance  groups,  yes- 
terday recommended  a cash 
and  shares  offer  from  Axa, 
the  French  insurer,  that  val- 
ued the  company  at  £3.3bn 
(S5.4bn). 

Axa  will  make  the  pro- 
posed acquisition  through 
Sun  Life  and  Provincial 
Holdings,  the  UK  life  assur- 
ance company  in  which  it 


holds  a 72  per  cent  stake. 
Following  the  deal,  Axa’s 
stake  will  drop  to  56  per 
cent. 

Axa  said  the  acquisition 
would  enable  Sun  Life  and 
Provincial  to  achieve  critical 
mass  in  the  consolidating 
UK  and  Irish  Insurance  mar- 
kets which  should  lead  to 
significant  efficiency 
improvements. 

Lord  Douro,  chairman  of 
Sun  Life  and  Provincial, 
said:  “We  shall  become  the 
third  largest  life  insurance 


company  in  the  UK  and  the 
acquisition  wOi  also  put  us 
in  the  third  largest  position, 
for  general  insurance  in  the 
UK,  second  position  in 
health  insurance  and  first 
position  in  general  insurance 
In  the  Republic  of  Ireland." 

The  market  gave  the  pro- 
posed acquisition  a cool 
reception,  marking  Sim  Life 
and  Provincial's  shares 
down  5ip  to  530p. 

The  buyer  will  offer  249p 
in  cash  and  0243  new  Sun 
Life  and  Provincial  shares 


for  each  GRE  share,  worth 
378p  for  each  GRE  share  at 
last  night’s  close.  GRE 
shares  closed  6V4p  lower  at 
3Glp. 

The  sharp  foil  in  Sun  Life 
and  Provincial’s  share  price 
could  rekindle  intftrmj  from 
Eureko,  the  alliance  of  seven 
European  Insurers  that 
tabled  a cash  offer  of  3S5p  by 
Friday’s  deadline.  However, 
the  two  sides  still  appear  to 
be  very  for  apart  on  condi- 
tions - particularly  relating 
to  businesses  in  the’  US. 


Another  offer  from  Royal  & 
Sun  Alliance,  GRE's  rival 
composite,  also  seems 
unlikely. 

Sun  Life  and  Provincial 
will  pay  a net  £1.9bn  for  the 
UK  and  Irish  parts  of  GRE, 
selling  the  company’s  over- 
seas businesses  to  Axa  for 
£972m  in  cash. 

Sim  Life  and  Provincial 
has  also  agreed  to  sell  GRE’s 
North  American  businesses 
to  Liberty  Mutual,  a US 
insurer,  for  $l.47bn  In  cash. 
Axa  will  also  sell  sell  GRE's 


German  business  to  Axa 
Colonia,  the  French  group's 
German  subsidiary,  for  DM 
1.66bn  (8964m)  in  cash. 

Axa  is  being  advised 
jointly  by  Goldman  Sachs 
and  DLJ  International  and 
Axa  Colonia  by  ABN  Amro. 
Sun  Life  and  Provincial  is 
being  advised  by  Dresdner 
Kleinwort  Benson,  while 
GRE  is  being  advised  jointly, 
by  Morgan  Stanley  and  SO- 
Hambros.  The  brokers  to  the 
offer  afe  Warburg  Dillon 
Read. 
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French  bank  takeover  boosts  bourses 


CURRENCIES  & MONEY 


BIRO  SPOT  FORWARD  AGAINST  THE  EURO 


**4  v - 


^OPEANOV® VIEW 
By  Vincent  Boland 


t 

/i * 


European  stock  markets 
started  the  week  on  a bright 
note  as  confirmation  of  a big 
French  banking  takeover 
turned  the  spotlight  back  on 
industry  consolidation. 

Financial  stocks  led  the 
broader  markets  higher  as 
investors  began  picking;  out 
the  next  candidates  tor  a 


bout  of  merger  and  acquisi- 
tion activity. 

The  robust  mood  was  far- 
ther strengthened  by  a 
strong  opening  on  Wall 
Street  although  that  was 
melting  away  later.  But  the 
Brazilian  Real  strengthened 
a little  against  the  US  dollar, 
while  speculation  about  the 
timing  of  an  interest  rate  cut 
by  the  European  Central 
Bank  also  drew  buyers. 

The  FTSE  Eurotop  300 


index  of  leading  stocks  rose 
17.43  to  1.232.33  and.ihe 
FTSE  Eurotop  100  index 
46.68  to  £833.26.  The  FTSE 
Ebloc  100  index  of  euro-zone 
stocks  gained  11.28  to 
1,035.12. 

Dealers  said  trading  vol- 
ume across  Europe  was 
good,  with  cash-rich  institu- 
tions not  wasting  to  he  left 
out  of  the  current  surge. 

Rank  shares  rose  Lii  per 

cent  alter  nnnfrrmatinn  that 


Soa&tfi  Generate  was  tying 
up  with  Paribas.  Though 
billed  as  a merger,  the  mar- 
ket took  the  view  SocGen 

Was  talcing-  over  its  smaller 

partner,  and  its  shares  tell 
€5  to  €153  after  rising 
strongly  in  recent  weeks. 
Paribas  rose  €&20  to  €92.15 
after  the  announcement. 

Other  French  banks  were 
also  stronger  on  the  view 
that  the;  would  be  forced  to 
act  now  that  a powerful  com- 
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petitor  had  been  created. 
BNP,  which  was  jilted  by 
Paribas  in  favour  of  SocGen 
and  is  sees  as  the  most  vul- 
nerable of  the  independent 
operators,  fell  €2  to  €78. 

This  is  not  the  type  of 
cross-border  merger  the  mar- 
ket had  been  waiting  for  in 
the  sector,  however,  despite 
the  international  dimensions 
of  the  two  banks. 

“To  date,  the  international 
banks  have  not  been  major 
participants  in  this  consoli- 
dation wave:  cross-border 

mega-mergers,  creating  pan- 
European  multi-domestic 
banking  groups  of  a new 
form  and  scale,  have  not  yet 
taken  place,"  noted  Salomon 
Smith  Barney  in  its  latest 
strategy  report. 

• insurers  were  also  under 
toe  spotlight  following  Axa- 
UAP's  successful  bid  for 
Guardian  Royal  Exchange. 
Axa  fell  €1.20  to  €126.60, 
while  Allianz  rose  €8,50  to 
€338.46. 


Ml 

Ctatag 

Change 

BdtaCa 

ftprtrid 

Ota  idbbBi 

Ttare  meribt 

ON  jw 

ofitaU 

m daj 

MRBf 

N* 

low 

ftfii 

WA 

Mg 

SPA 

Mb 

KM 

taupe 
Czech  top. 

(taut* 

87.1*09 

+02915 

147  - 671 

372490 

363800 

372844 

-48 

37*05 

-42 

39*19 

-5.1 

Deuafe 

m 

74387 

+OJDOB 

341  -433 

74572 

7X335 

7X414 

-44 

7.4478 

-05 

7.47*7 

-05 

Green 

Off 

32L144 

+09620 

915-373 

321500 

31BS7B 

322*25 

■48 

3268443 

-7.1 

34187*4 

■45 

Petal 

Amato 

Anti 

State 

Sweden 

Sufism) 

UK 

Aosta 

Apdn 

Bred 


(Fata)  243J56  -03380  52?  - ggS 
OKI  15368  -00185  311  - 421 


CBatfi  42138  +40405  096-  179 

3*4  1338458  +1275200  906  • 986 
ptim  25.193  -0L12M  279  - 572 


247520  2312113  -115  256500 
85300  8567S  -42  85222 


-T2.7  278.4052  -T1S 
-44  87852  -24 


Mats  Ota  Peso) 
USA  (9 

PsSIc/Hddto  EreWMa 


Sfi xfltafito 
tttOOR 
Soft  ASrks 
Stub  Korea 
Tata 
Tlalanl 

IKE  f 

Etn  Lcdug  Ita  i 

IK  193637.  MM 


452X5 

340  - 508 

85000 

88290 

8.B437 

ML2 

88480 

-05 

85654 

-03 

-00027 

080  - 101 

15238 

15051 

1506G 

15 

1.6019 

15 

1.5852 

15 

-05022 

887  - 885 

05963 

05886 

05S05 

-2.4 

05935 

-25 

17053 

-24 

-OOMfl 

299  - 307 

11393 

1.1286 

. 

. 

. 

. 

- 

4.1181 

150  - 277 

Z35B6 

22137 

- 

- 

- 

- 

- 

- 

-00113 

033  - 055 

17258 

17027 

1.7068 

-1.7 

1.7134 

-15 

1.7370 

-15 

-01319 

971  ■ 154 

115090 

112888 

115821 

-295 

125449 

-28.4 

145402 

-204 

-05052 

301  - 300 

1.1395 

1.1288 

1.1320 

-15 

1.1356 

-15 

1.1 537 

-21 

-0JBB2 

802  - 829 

1 9283 

17788 

1783B 

1 — l.fi 

1.7886 

-15 

15132 

-15 

45*02 

564  - 629 

68280 

67860 

87758 

-22 

SJ241 

-25 

a 1357 

-45 

-02252 

264  • 647 

485357 

475740 

4&3Z89 

-7.1 

495491 

-8.4 

52.6004 

-95 

-10306 

139  - 086 

1021090 

1007550 

1034076 

-33.4 

1099259 

-375 

13440.46 

•335 

40491 

074  -221 

45782 

45059 

- 

- 

- 

- 

- 

-15270 

052  - 200 

132400 

13L900 

1295*55 

25 

1295148 

25 

128J543 

25 

45196 

364  - 402 

45299 

42894 

. 

- 

- 

■ 

- 

- 

40272 

797  - 848 

2.1090 

2.0770 

25829 

-05 

25807 

-05 

2.1178 

-1.7 

41437 

958-  620 

445987 

433459 

43523D 

-95 

445404 

-918 

460360 

-105 

40195 

379  -418 

45745 

42338 

42506 

-ai 

42779 

-35 

440*2 

-35 

40111 

096  - 120 

15275 

15060 

15083 

15 

I5I6S 

15 

15068 

05 

40544 

145  - 300 

65916 

6.8032 

65916 

-125 

7538B 

-12.7 

75719 

-125 

43900 

B17-S82 

134055 

132505 

- 

• 

- 

- 

42054 

785  - 079 

365000 

3BS430 

385039 

-33 

36.7908 

-35 

375871 

-35 

43SS6 

973  - 361 

41.9282 

41S724 

41.7195 

-4.4 

425638 

-45 

435205 

-5.7 

40190 

508  - 535 

43350 

414540 

4.15B3 

-15 

4.1730 

-25 

42469 

-25 

> Sctfing  I37BS. 

MW  2200.  POT 


■atowre  Fm  03366.  FM 
MMCtotoitai 
iHanfii»atM9 


I ItotoD  594S71.  FIMA  Fare  655957.  tore  I 
UK  toutoto  pud  a da  Em  5|H  Wto  As 
T red  RMMO  ME  larere  Saw  Mwa  ■« 


M 15550.  m PUS  67B75M,  fatal 
iretotoMAdtotaH 
■mm  to  aa  T.T 


INTEREST  RATE  SWAPS 


EURO-ZONE  BONDS 


bn>-€  Eus-4. 

M A*  M A* 


C SUg  BS  5 You 

M to  W U H to 


Day's  W5  Sprd 


103  106 
346  3J09 
117  151 
352  356 
3.46  150 

3.60  344 
324  178 
IBB  190 
197  451 
4.06  4.10 
422  428 
4.41  4j45 

4.61  455 
4.72  4.76 
4.7B  453 


103  356 
355  350 
117  121 
352  356 
146  150 
160  164 
174  178 
IBS  330 
357  4.01 
4.06  4.10 
422  4.26 
4.41  455 
451  4.65 
4.72  4.76 
4.79  453 


551  554 
522  555 
5.13  5.17 
5.09  5.13 
5.05  559 

552  556 
5.02  556 
552  556 

552  556 
5.02  556 

553  5.08 

554  559 

554  111 

555  5l12 

556  5.13 


5.11  514 
5.15  SI  8 

519  522 

524  527 
527  5L30 
522  135 
526  529 
540  543 
544  547 
547  150 

525  528 
557  170 
5.78  181 
179  522 

520  1B3 


021  024 
172  025 
1-00  1.03 
127  120 
121  124 
1.73  1.76 
120  123 
207  210 
220  223 

220  223 

221  255 
277  281 
297  321 
326  210 
3.11  216 


flto  and  m am  as  a)  dare  <d  Umta  runes, 
tans  3 rota  UX*.  £ ail  Yen  quta  or  a mm 
Eare  ipiMd  on  final  ban  30060  laaa  reiaai  6 n 
jawta  Mddi  to  aatod  agMre  3 oonda  tata  re 


u US  S to  msd  renal  mare  aeaMOBO  taato 

reman  rekreoos  mm  mM  e mm  iaot, 
oteBdhrMiiarOiOifltaiiitt  i 


Euro  bond  yield  curve 

Per  cart 


Euro  against  the  dollar 

SperC 


5.0 

— Fe0 1 1999 
42  _= Week  ago 


Mi  D1 

Red 

dan 

CMte 

SS  P 
Mtag 

to 

price 

BU 

yleU 

Cite 

SM 

Cite 

yu 

V 

ROMS 

■ SOVBtBGMS 

UR 

Dt/01 

4550 

AAA 

102278 

105 

+0X7 

-020 

+0.14 

Dtomaik 

01/02 

4.750 

AA+ 

104.418 

114 

+0X7 

-029 

+0.16 

Sweden 

02/01 

5500 

AA+ 

103.705 

3X7 

+OX7 

-020 

+0.16 

Greece 

11/0B 

6.750 

BBS 

118264 

425 

+004 

-029 

+0X1 

■ SOPRAMAnOUAIS 
ADS  1007 

5J00 

AAA 

109.797 

4.14 

+0X4 

-015 

+OB2 

BB 

04/08 

5500 

AAA 

1064M5 

166 

+0X3 

-0.15 

+026 

Eureflna 

12AD9 

5 £25 

AAA 

111X85 

426 

+0X3 

-0.18 

+059 

WSAIBtok 

04/05 

7.125 

AAA 

11B.B18 

3.67 

+005 

-0.13 

+0.32 

■ UIUiTES 
BF 

10/03 

3750 

n/B 

101X46 

326 

+0X5 

-023 

+026 

TffCO 

02/03 

4.750 

AA 

103977 

3X8 

+006 

—0.19 

+028 

Quebec  Hydro 

DQ/OB 

5375 

A+ 

107.114 

4.41 

+0X4 

-i\y> 

+0X1 

Norek  Hydro 

10« 

7550 

A 

102280 

153 

+0X6 

-0X9 

+OX6 

■ FWANCIALS 

Bed  Win 

02/10 

5575 

AAA 

109X69 

422 

•0X5 

-0.14 

+048 

0KB 

03/07 

5.750 

AAA 

112X87 

3X5 

+0X5 

-0.18 

+6.43 

CrerK  Local 

M/08 

5250 

AA+ 

108.154 

4.1  B 

+0X3 

-0.13 

+0X8 

Alter  mi 

01/09 

5000 

AA- 

104X45 

4.49 

+0X4 

-025 

+0X2 

■ MBUSIHA15 
Unfiorer 

10/01 

5.125 

AAA 

10*256 

322 

+0X6 

-0.19 

+0S1 

Mdtanfide 

03/08 

5.125 

AA 

110253 

178 

+0X4 

-022 

+0.16 

PMp  Monts 

06/00 

nags 

A 

107X89 

4X7 

+0X* 

-026 

+1X7 

BAT  tat  Hn 

07/06 

5275 

A- 

1D3.41B 

4X2 

+0X4 

-025 

+128 

■ FfWDBBBE 
Iteta  Hypo 

12/01 

5200 

n/a 

106.189 

117 

+0X2 

-022 

+026 

Emhypo  Afi 

01AM 

5.000 

Ml 

107.171 

140 

+0X1 

-021 

+017 

Beyer  ifaretae 

01 AK 

6X00 

n/a 

114240 

3X4 

+0X2 

-023 

+020 

074J8  4750  rYa 


324  +023  -021  +024 


1 3 5 7 10  15  20 

Yean 

re  taacareQfir  FT  tofenare 


■ HOTBIl 
Cobalt 
CDlTfiacon 
bapreaUfiol 
Ratty  CoJnXeau 


04Q7  10.125  S+ 
11107  0275  nb 
06707  9275  B 
07/05  10200  6+ 


211  +028  -020  +429 
254  +212  -214  +102 
822  +285  +026  +5.10 
1123  -023  -020  +720 


Shx  uaretoia  DtalFT  Itondto 


FmancioJ  Tunes  Surveys 


Recommended  Cash  Offer 

by 

Goldman  Sachs  International 


on  behalf  of  Polar  Motor  Investments  pic, 

a wholly  owned  subsidiary  of 


Barcelona 


Polar  Motor  Group  Limited 

for 

Dagenham  Motors  Group  pic 


Wednesday  February'  24 


For  further  information 
please  contact: 


Maria  Gonzalez  in  Madrid 
Tel:  +34  91  337  0061 
Fax:  +34  91  337  0062 
email: 

maria,  gonzales*?  FT.com 


Lindsay  Sheppard  in  London 
Tel:  +44  171  873  3225 
Fax:  +44  171  S73  3204 
email: 

lindsay.sheppard@FT.com 


FINANCIAL  TIMES 

No  FT.  no  comment. 


Goldman  Sachs  International  ("Goldman  Sachs*)  announces  on  behalf  of  Polar  Motor  Investments  pic 
CTOai").  e wholly  owned  retoshfaiy  of  Polar  Motor  Group  Limited  (TMGT)  Had  by  means  of  this 
advertisement  and  a formal  offer  document  cfeced  and  posted  on  1 February  1999  phe  Otter  Doasnsnt"). 
Goldman  Sachs  Is  making  a recommended  offer  phe  OtieO  on  behalf  01  Polar  lor  aO  the  onfina/y  share 
capital  of  Degenham  Motors  Group  pic  (*Dagenham*).  Terms  defined  in  the  Offer  Document  havB  the  same 
meaning  In  thte  advertisement. 

The  Offer  Is 160p  in  cash  tor  each  Dagenham  Share  together  with  a loan  note  alternative. 

The  full  twms  and  condtfons  of  tha  Offer  (inducing  details  of  how  the  Offer  may  bs  accepted  and  elections 
made  for  the  loan  note  alternative)  are  sat  out  In  the  Offer  Document  and  Form  of  Acceptance-  This 
advertisement  alone  does  not  constitute  and  must  not  be  construed  as  mi  offer.  Dagenham  Motors 
Shareholders  who  accept  the  Offer  may  rely  only  on  the  Offer  Document  and  Form  of  Acceptance  tor  al  the 
terms  and  condUons  of  the  Offer. 

The  Offer  is.  by  means  of  this  advertisement,  extended  to  aff  persons  to  whom  the  Offer  Document  may  not  to 
despatched  who  hold,  or  who  are  entitled  to  have  affoned  to  them,  Dagenham  Motors  Shares.  Such  persons 
are  informed  that  copies  of  the  Offer  Document  and  Form  of  Acceptance  are  available  tor  collection  from 
IRG  pic,  Balfour  House,  39QI398  High  Road,  Ilford.  Essex  IG1 1BR. 

The  Offer  which  Is  being  made  by  means  of  die  Offer  Document  and  this  advertisement,  wio  be  open  tor 
acceptance  until  £00  pm  on  22  February 1999  (or  such  later  timefe)  and/or  date(s)  as  Polar,  subject  to  the 
rules  ofthe  City  Code,  may  decide). 

The  Offer,  I nckidtng  the  loan  note  alternative,  is  not  being  made,  d reetty  or  Indrectty.  in  or  into,  or  by  the  use 
of  toe  matis  of.  or  by  any  mBans  or  tostrumentafity  of  interstate  or  foreign  commerce  of,  or  through  any 
fetiRtres  of  a national  securities  exchange  of,  the  United  States  nor  is  B being  made  In  or  Irto  Canada. 
Australia  or  Japan.  Neither  the  Offer  Document  nor  the  Form  of  Acceptance  may  be  mailed  or  otherwise 
dstributedorsent  to  or  boo  the  United  Stales.  Canada.  AustraBa  or  Japan. 

This  advertisement  Is  not  bong  pubBshed  or  otherwise  distributed  or  sent  in  or  Mo  the  United  States, 
Canada,  Aus&aBe,  or  Japan  and  persons  reading  this  advertisement  Ondudng  oustoctians,  trustees,  and 
nominees)  must  not  dstrBxite  or  send  this  advertisement,  the  Offer  Document  or  the  Form  of  Acceptance  (nor 
any  related  document^)  In,  into  or  from  the  United  States,  Canada.  Austrafia  or  Japan  nor  use  the  United 
Stales,  Canadian,  AustraBan  or  Japanese  malls  or  any  such  means  or  InstrumeriteBty  tor  any  purpose, 
dkactiy  or  (ndreedy.  In  connection  with  toe  Offer  and  doing  so  may  Invafidate  any  related  purported 
acceptance  of  the  Offer. 

This  advertisement  is  pubBshed  on  bstwf  of  Polar.  JanSne  hnamoSonal  Motor  HoAftips  UmBed  and  Font 
Motor  Company  UmBed  and  has  boon  approved  by  Goldman  Sachs,  which  is  regulated  In  the  UK  by 
Tfrg  Securities  and  Futures  Authority  Umtted.sofBty  for  the  purposes  of  Section  57  of  the  Financial  Services 
Act  1986. 

Goldman  Sachs  is  acting  exclusively  for  MarandPMG  and  nooneelse  in  connection  vriththeOllBrand  win 
not  be  responsiblo  to  anyone  other  than  Polar  and  PMQ  lor  pmvkting  the  protections  afforded  Ip  customers  of 
Goldman  Sachs  or  for  tying  advice  in  relation  to  the  Offer. 

The  Directors  of  Polar,  Jantine  International  Motor  Hoktinge  Limited  and  Ford  Motor  Company  Limited  accept 
msponsaOBy  tor  the  Wtaneflon  ooraalnsd  in  this  advertisement  1b  the  best  of  that  knoutgitga  gnd  OeUaf 
(having  taken  aB  reasonable  care  to  ensure  that  such  is  the  case),  the  information  contained  in  this 
advertisement  ie  in  accontancewtih  tf»  facta  and  does  not  omit  anything  Bc*y  to  affeef  the  tmuor#  of  such 
information.  ” 
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r HKS  1,000,000,000 
Kookmio  Bank 
Floating  Rate  Notes 
doe  1999 

In  accordance  with  the 
provisions  or  the  Nous,  notice 
is  hereby  gh  eo  ihai  the  Rare  of 
larerea  for  the  three  month 
period  coding  29th  April  1999 
has  been  fned  at  7.0625%  per 
kiLbiiu  The  nserm  scciuk^ 
for  such  three  month  period 
will  be  HKS  17414.40  per 

HKS  1.000.000. 


Kingdom  of  Sweden 

rn3oaooo.ooo.ooo 

variable  rate  notes 
due  2004 

NotieeisharebytfvtndBtfer 
dw  toneme  period  2 February 
1999  to  2 August  1999  the  now 
wffl  carry  an  mwest  rate  of 
343%  per  annum.  Interest 
payable  on  2 Aigun  1999  wtt 
amount  to  fT17SJ50  per 
mS.D0ag00  note  and 

mj57.5oop«r  msooooooo 

note. 


BPS 


Residential  Property  Securities 
No.4  PLC 


£290,000,000 
OassAT  Notes 


£180000,000 
Class  A2  Notes 


Mortgage  Backed  Floating  Rate  Notes 
due  2023 


The  First  National 
Bank  of  Chicago 


Gtobai  Agency  and  Trw  Stare*. 
Otaris.  NA,  London 


in  accordance  wfth  the  provisions  ofthe  Notest  notice 
is  hereby  given  that  for  the  three  month  period 
29th  January  1999  to  30th  April  1999,  the  Class  Al  Notes 
and  Class  A2  Notes  will  cany  an  interest  rate  of 
5.96594%  and  EL04094K  per  annum  respectively.  The 
interest  payable  per  £100.000  Note  will  be  £52.64  for 
the  Class  Al  Notes  and  £1,506.10  for  the  Class  A2  Notes. 


2nd  February  1999 
Agent  Bank. 


2 February  1999  | 

cmBANdorl 


Greenwich  natwest 
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OTC  trading 
move  under 
fire  in  Japan 


INTERNATIONAL  CAPITAL  MARKETS 


Axa  raises  €1.32bn  for  bid 


By  Julie  Hess  In  Tokyo 

The  Japanese  Securities 
Dealers  Association  has 
introduced  a controversial 
market-making  system  for  a 
small  number  of  OTC  stocks. 
While  the  JSDA  hopes  to 
improve  liquidity  in  the  OTC 
market,  critics  said  the  move 
was  bad  for  clients  and  bro- 
kers and  a step  backwards 
for  market  liberalisation. 

Although  other  markets 
are  shifting  from  market- 
making to  electronic  order 
systems,  the  JSDA  reasoned 
that  market-making  would 
help  activate  the  OTC  mar- 
ket and  ensure  stabilised 
liquidity  in  stock  trading. 

Atsuko  Toda,  press  officer 
at  Nomura,  the  leading  OTC 
market-maker,  said:  “As 
market-makers  will  take  the 
risk  of  holding  stocks  them- 
selves and  will  give  prices 
on  request,  liquidity  will 
increase.  This  will  be  advan- 
tageous for  clients." 

However,  opinions  differ 
on  the  relationship  between 
trading  systems  and  liquid- 
ity. A fund  manager  at  a 
European  bank  said:  ‘'The 
problem  of  the  lack  in  liquid- 
ity has  more  to  do  with  a 
lack  of  interest  in  Japanese 
small  caps  than  the  choice  of 
trading  system." 

Matthew  Lutter,  at  Bridge 
Trading,  agreed:  “Liquidity 
is  often  poor,  but  this  is  a 
symptom  of  the  investor's 
appetite  for  more  risky 
smaller  company  shares,  not 
the  system  of  trading  them." 
Mr  Lutter  also  expected  mar- 
ket volatility  to  Increase 
with  the  new  system. 

A trader  from  a foreign 
institution  felt  the  new  sys- 
tem was  probably  being 
introduced  more  to  benefit 
the  market-maker  than  for  a 
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potential  increase  in  trading 
volume.  The  free -setting  of 
spreads  will  allow  market- 
makers  to  increase  profits. 

“Market-making  allows  far 
more  opportunities  for  wider 
spreads  and  thus  poorer  end- 
prices.  particularly  for  small 
investors,”  Mr  Lutter  said. 

Ms  Toda  from  Nomura  dis- 
agreed: “Spreads  depend  on 
supply  and  demand;  they 
should  reflect  the  market  sit- 
uation. Market-makers  bene- 
fit insofar  as  more  trades 
enhance  business." 

Despite  the  obvious  advan- 
tages. most  western  security 
companies  are  reluctant  to 
become  market-makers. 
Only  Goldman  Sachs  and 
Merrill  Lynch  have  joined 
the  new  system  so  Car. 

Mr  Lutter  said:  “Market- 
making  is  time-consuming 
and  far  more  risky." 

Noriko  Takahashi,  small- 
cap  analyst  at  Warburg  Dil- 
lon Read,  added:  “Because  of 
the  Inherent  risk,  WDR  is 
not  adopting  the  new  system 
for  the  time  being.  The  main 
market-makers  are  Japanese 
brokers,  not  western  securi- 
ties houses.” 

Also.  Japanese  brokers, 
which  often  lead-manage 
IPOs,  have  more  Information 
about  companies  and  share- 
holder structures. 

The  new  risk  distribution 
has  consequences  for  the 
selection  of  the  stocks  cov- 
ered by  the  market  makers. 

Teruhi  Fukano,  analyst  at 
ING  Barings,  explained:  “As 
market-makers  bear  the  risk 
of  holding  the  stocks  before- 
hand. brokers  are  very  picky 
and  selective  aboht  which 
stocks  are  included  in  the 
system.  Therefore,  the  com- 
panies affected  now  are  all 
considered  to  have  strong 
growth  potential. " 


N|W  ISSUES  

By  KJwzera  Merchant 

Axa,  the  French  insurer, 
launched  a €i.32bn  convert- 
ible bond  to  help  finance  its 
takeover  yesterday  of  the 
British  composite  insurer 
Guardian  Royal  Exchange 
for  about  £3J3bn. 

Axa,  and  its  holding  com- 
pany Finaxa,  are  regular 
issuers  of  convertible  bonds, 
which  are  enjoying  a revival 
in  France  after  recent  legis- 
lative changes. 

The  Axa  bonds  are  of  15- 
year  maturity,  three  times 
the  normal  duration  of 
recent  convertibles,  and  are 
convertible  to  Axa  shares  at 
a premium  of  29  per  cent 

Financial  borrowers  such 
as  Axa  are  attracted  to  sub- 
ordinated convertible  bonds 
because  of  beneficial  treat- 
ment by  credit  rating  agen- 
cies, which  regard  them  as 
closer  to  equity  than  debt. 

Bankers  said  the  issue  was 
15  times  oversubscribed  and 
was  priced  to  yield  50  baas 
points  over  the  French  OAT. 

Vanban  Mobilisations 
Garanties,  a French  finance 
vehicle,  launched  a euro- 
denominated  mortgage- 
backed  security  that  bankers 
said  was  closely  modelled  on 
German  Pfandhriefe. 


New  international  bond  issues 
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The  bond  is  secured  by 
French  residential  mort- 
gages but  unlike  VMG's  pre- 
vious french  franc-denomi- 
nated issues,  yesterday's 
bond  was  marketed  outside 
France.  It  included  for  the 
first  time  a non-French 
bank,  Dresdner  Klein  wort 
Benson,  as  co-lead  arranger, 
along  with  CDC  Marches. 


French  and  Spanish  banks 
have  led  the  way  in  trying 
to  emulate  German  Pfand- 
briefe.  Their  aim  has  been 
to  make  them  a more  pan- 
European  asset  class. 

French  and  Spanish  efforts 
are  hindered  by  the  lack  of 
legislation  at  home  and  rec- 
ognition from  German  regu- 
latory authorities. 


VMG's  seven-year  €3S0m 
bond  was  priced  to  yield  45 
basis  points  over  French 
OATS.  Buyers  were  mainly 
from  Germany,  the  Benelux 
countries,  Italy,  Spain  and 
France.  VMG  is  owned  by 
the  Comptoir  des  Entrepre- 
neurs, which  in  turn  is 
owned  by  Allianz's  Insur- 
ance subsidiary  AGF. 


Treasuries  tumble  on  economic  data 


BB^HUARK  BONDS 
By  John  Labate  in  New  York 
and  Arkady  Ostrovsky 
hi  London 

Fresh  signs  of  strength  in 
the  US  economy  and  the 
reluctance  of  the  European 
Central  Bank  to  cut  euro- 
zone interest  rates  sent 
prices  tumbling  yesterday. 

US  Treasuries  fell  on 
stronger  than  expected  data 
from  the  National  Associa- 
tion of  Purchasing  Manage- 
ment whose  index  jumped 


to  49.5  in  January  from  a 
revised  45.1  in  December. 
ln<iicating  an  expanding 
economy.  This  followed 
stronger  than  expected  gross 
domestic  product  growth  in 
the  fourth  quarter  of  1998. 

By  early  afternoon  the 
30-year  US  Treasury  was 
down  lfi  to  101,  sending  the 
yield  up  to  5.183  per  emit 
Among  shorter-term  Issues 
10-year  notes  fell  i to  99fi, 
yielding  4.753  pa-  cent  and 
two-year  notes  lost  % to  90fl, 
yielding  4.649  per  cent  The 
Federal  Open  Market  Com- 


mittee meets  today  to  decide 
interest  rate  policy. 

European  markets  were 
further  weakened  by  com- 
ments from  WLm  Duisen- 
berg.  head  of  the  European 
Central  Bank,  at  the  week- 
end. He  said  interest  rates  in 
Europe  were  at  historic  lows 
and  an  additional  cot,  which 
the  markets  have  largely 
priced  in,  would  not  help 
stimulate  growth. 

The  10-year  German  bund 
future  dropped  0.54  to  close 
at  117.03.  UK  gilts  also  fell, 
although  less  than  26,000 


futures  contracts  traded  on 
Liffe.  The  10-year  March  gilt 
future  fell  0.20  to  120.06. 

Deutsche  Bank  said  it  no 
longer  thought  the  Bank  of 
England  would  cut  UK  inter- 
est rates  by  half  a percent- 
age point,  although  it  contin- 
ued to  forecast  that  the 
monetary  policy  committee 
would  reduce  rates  by  25 
basis  points  this  week. 

The  yield  on  10-year  Japa- 
nese government  bonds  rose 
above  2 per  cent  on  concern 
about  the  government's  abil- 
ity to  revive  the  economy. 
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US  INTEREST  RATES 

Latest  Treasury  BSs  and  Bond  Yields 
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UK  BONDS 


FFSE  Actuaries  Government  Securities 
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NEWS  DIGEST 


BONDS  FOR  NON-PERFORMING  LOANS 


Malaysian  agency  issues 
first  tranche  of  new  series 

The  agency  Malaysia  set  up  to  buy  non-pertonntng  loans 
from  the  banking  system  issued  M$1.1Q54bn  worth  of  five> 
year  bonds  on  Friday  in  the  first  tranche  of  the  second 
series  issued. 

Danaharta.  the  country's  asset  management  agency, 
issued  the  bonds  to  unnamed  financial  institutions  in  con- 
sideration for  non-performing  loans.  The  bonds  have  a 
yield  of  6.654  per  cent  and  were  priced  at  MS71.301  for 
every  M$100  in  face  value.  The  securities  wffl  mature  on 
March  31  2004. 

In  the  first  series,  Danaharta  issued  M$2.6014bn  nominal 
value  of  five-year  bonds,  which  will  mature  on  December 
31. 2003.  The  agency  plans  to  issue  up  to  M$15bn  in 
zero-coupon,  redeemable,  government-guaranteed  bonds 
to  help  relieve  Malaysia’s  banks  of  bad  loans.  Economists 
believe  that  bad  loans  will  eventually  account  for  about  30 
per  cent  of  all  loans  if  calculated  under  international  stan- 
dards, which  deem  that  a loan  Is  non-performing  after 
three  months. 

Malaysia  has  changed  its  formula,  however,  and  deter- 
mines that  a loan  is  non-performing  if  it  is  unpaid  for  six 
months.  The  move  is  intended  to  encourage  banks  to  tend 
In  the  hope  of  reviving  the  economy. 

Economists  are  concerned,  however,  that  the  authorities 
are  under-estimating  the  depth  of  the  problem  in  a bank- 
ing system  that  went  into  last  year's  Asian  crisis  with 
domestic  debt  standing  at  170  per  cent  of  gross  domestic 
product  They  also  fear  that  pushing  banks  to  lend  against 
their  will,  especially  amid  the  recession,  could  weaken  the 
system  further.  Sheila  McNutty,  Kuala  Lumpur 

CREDIT  RATINGS 


S&P  strengthens  Telekurs  link 

Standard  & Poor’s,  the  credit  rating  agency,  yesterday 
announced  an  alliance  with  Telekurs  Financial,  a Swiss 
provider  of  financial  data,  that  will  see  both  companies 
share  data,  sell  and  market  each  other's  services  and 
develop  new  products. 

S&P  and  Telekurs  already  co-operate  In  the  US  market, 
where  they  have  a cross-marketing  relatiofvship  for  the  - - 
International  Securities  Identification  Directory. 

The  two  companies  said  the  new  alliance  would  be  able 
to  provide  original  Information  on  nearly  2.7m  financial 
instruments. 

Standard  & Poor's  is  to  sell  pricing  and  corporate  action 
rtota  [n  North  and  South  America  for  Telekurs  Financial, 
while  the  Zurich-based  company  will  sell  S&P’s  dividend 
record  and  global  settlement  service  products  in  Europe. 
Vincent  Boland 

Comments  and  press  releases  about  international 
companies  and  capital  markets  coverage  can  be  sent 
by  e-mail  to  intamationalAompaniesOfLcom 
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Euro  lower  on  rate  expectations 
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MARKETS  REPORT 

By  Rgrlan  Gimbel 

'On*  euro  continued  to  lose 
ground  against  the  dollar, 
lamely  owing  to  the  mar- 
ket's anticipation  of  a cut  in 
euro-aonp  interest  rates. 

The  increasingly  drab  eco- 
nomic outlook  across  the  11- 
nation  euro-zone  was  con- 
nraied  yesterday  by  purchas- 
mp  managers  surveys  in 
both  Germany  and  Italy, 
showing  further  declines  in 
miinufacturinp. 

The  negative  news  from 
Europe  stood  in  sharp  con- 
trast to  a big  improvement 
in  US  manufacturing  activ- 
ity. 

The  National  Association 
of  Purchasing  Management 
index  climbed  from  -15.3  in 
December  to  49.5  in  January. 

The  euro  fell  half  a cent 
against  the  dollar  to  end 
London  trading  hours  at 
$1,131. 

With  the  dollar's  backing, 
sterling  did  not  lose  its  shine 


in  the  face  of  a gloomy 
report  on  Britain's  manufac- 
turing sector. 

Running  against  market 
expectations  for  an  interest 
rate  cut  by  the  Bank  of 
England  on  Thursday,  the 
pound  ended  only  slightly 
lower  against  the  euro, -fin- 
ishing at  £0.689  in  London 
trading,  from  £0.691  previ- 
ously. 

In  Europe's  largest  econ- 
omy, Germany,  the  Purchas- 
ing Managers  Index  edged 
up  on  a seasonally  adjusted 
basis  from  45.7  in  December 
to  46.7  in  January.  But  it 
remained  well  below  the  50 
point  level,  implying  a con- 
traction in  activity. 

“The  slight  uptick  does 
not  reflect  the  full  extent  to 
which  the  German  exports 
will  be  affected  by  the  crisis 
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in  Brazil/'  said  Ravi  Bui- 
chandani,  chief  currency 
strategist  at  Morgan  Stanley 
Dean  Witter  in  London. 

The  investment  back  cut 
its  interest  and  exchange 
rate  forecasts  for  the  euro- 
zone yesterday,  expecting 
the  euro  to  decline  as  low  as 
$1.05  in  the  near  term.  It  also 
sees  the  need  for  a TO  basis 
points  cut  in  the  eurozone 
interest  rate  from  3 per  cent. 

"With  money  supply 
pretty  well  on  target,  the 
fear  of  deflation  is  the  most 
compelling  argument  for 
lowering  rates,''  Mr  Bulchan* 
riarri  added. 

Speaking  in  Chicago,  Wim 
Duisenberg.  president  of  the 
ECB,  said  it  was  ready  to  act 
against  either  Inflation  or 
deflation,  but -that  main  pol- 
icy indicators  were  develop- 
ing as  hoped. 

■ Analysts  point  to  a funda- 
mental change  in  expecta- 
tions weighing-  on  the  euro. 

“Data  coming  out  of  the 
core  euro-zone  states  is 


Eibu  ■ 

Against  the  defers  pert] 


increasingly  soggy,  at  a time 
of  an  expected  upswing. 
Before  the  launch  of  the 
euro,  markets  were  bullish 
on  growth  in  Europe,  with 
the  US  economy  expected  to 
slow  down.  With  last  week’s 
data,  particularly  the  US 
GDP  figures,  the  market's 
perception  has  been  turned 
on  its  head,"  said  David 
Bloom,  currency  strategist  at 
HSBC  in  Londou. 


He  expects  the  European 
Central  Bank  to  cut  interest 
rates  in  the  first  quarter  of 
this  year.  But  he  added  that 
expectations  were  too  much 
concentrated  on  signals  from 
Germany. 

"Under  the  old  regime. 
Europe  did  whatever  the 
Bundesbank  decided  to  do. 
but  now  Germany's  actual 
influence  bus  diminished.  It 
went  from  100  per  cent  deci- 
sion making  power  to  a vot- 
ing power  [within  the  ECB] 
that  is  well  below  its  GDP- 
weighted  position  in  euro- 
land. Before  the  single  cur- 
rency, Europe  had  to  become 
more  like  Germany.  Now 
Germany  has  to  become 

more  European-like,"  said 
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Mr  Bloom. 

■ Relative  calm  returned  to 
the  Brazilian  market,  follow- 
ing Friday's  session,  which 
was  dominated  by 
unfounded  rumours  of  a run 
on  hanks  by  the  public.  The 
Real  recovered  from  the 
all-time  low  of  RS2.1  it  set 
against  the  dollar  on  Friday, 
rising  9 per  cent  to  R$L92. 

"All  eyes  are  now  on  the 
International  Monetary 
Fund.  And  as  long  as  there 
are  no  results,  the  market  is 
rife  for  rumours  of  any 
kind,"  said  Gene  Frieda  of 
the  economic  consultancy 
4Cast  in  New  York. 

He  added  that  the  recent 
rise  in  the  BOVESPA,  the 
Brazilian  stock  index,  did 
not  reflect  resurgent  opti- 
mism, but  rather  inflation 
expectations. 

Meanwhile,  Brazil  boosted 
market  interest  rates  again 
by  two  per  cent  to  39  per 
cent.  George  Soros  called  the 
high  level  of  interest  rates 
“disastrous”. 
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161502 

-101 

168784 

530551 

-57 

S3 4384 

500586 

-22 

622768 

I ifcf.  .«•  H Xi.*n  vrUnBi  n-fttoSiiK  w non  Mi  I*  up  «wi  i»ain<  pans  Ortna  toi  cftitol  h;  Bn  Bm*  < faato  Ban 
■rftodirs  ■nitottt  ltaotopiartpitolbroto«MewMM»Wto«MMJftnHLFI«B. 


40  1312 

86  922 

-7J 
-15 
25 
-90 

-00 

-12 

cnu>mto> 


PKBc/MUOi&dttfelBa' 

haab  TO  1-5759  -00158  753  - 765  15860 

Hong  Kong  (HKS»  77488  - 483-  493  77495 

tafia  (Hsu  425013  -00037  975  - 050  425070 

taknsa  OtapU)  890000  -5000  000  - 000  600000 

Israel  H*}  40823  -80245  770  - 875  4 1055 

Japan  ffl  115110  -11700  060  - 140  115050 

UHayszt  (MS)  30000  - 300  - 300  30000 

ftoZe^Bd  (KZSj  10420  -80156  483-437  10615 

PMppius  (Mol  38S00  +80500  000  - 000  380000 

Sad  Arabs  (99  17505  - SOD  - 510  17512 

SfeB*m  TO  10903  -00020  896  * 908  10040 

5001  Atoea  Oil  80350  -80203  300-400  80600 

SMD  Kona  (Wool  1174.75  -02500  300  - 600  117850 

Tam  05}  322820  -00130  790  - 850  322900 

Itatal  B0  387700  -81600  200  - 200  386500 


15718 

7.7480 


884500 

4.0701 


10078 

-0.1 

10079 

00 

10055 

61 

772 

1632 

-27.4 

167825 

-275 

1269 

-258 

- 

- 

- 

- 

• 

- 

- 

1060 

10756 

00 

10751 

62 

10744 

61 

763 

7.7526 

-00 

72703 

-1.1 

70180 

-22 

420B38 

-54 

411913 

-80 

£0938 

-70 

9135 

-317 

9680 

-351 

11650 

-369 

114705 

42 

111785 

40 

10907 

4.6 

1313 

10402 

12 

10385 

00 

10389 

02 

380015 

-70 

36317 

-80 

41038 

-80 

1755 

-1.4 

1767 

-10 

30175 

-10 

10857 

12 

1-0783 

28 

10KB 

22 

5008 

-100 

6198 

-168 

605 

-162 

32327 

-1.7 

32097 

-1.4 

32667 

-12 

. 

38055 

-20 

3704 

-20 

3807 

-30 

• 

*&#*©»«* 

«*-*■•' 

ft.  m 

. - 

■ w-.-fijr.  ■» 

„ ...  «iK  •-  # 

-m  m r - 


* SBR  9*  pr  S ta  Js>  a 4 OtaM  to  NT  t|  Wtoa*  0>  MtoU 

Uhl*  *m  m ft  Oto  Spar  MB  m*  eft  M ta  we  autol  ften.  w. 
TSOtWC-  an.  dbt.  ao  spa)  toi  to  ton)  tos  »i  Inn  t«s  red  »■  Oto  rare 
okaa ret mdcc Ej at f i 'Buntov  0» noreqe raw pnnw > nj toe m 


10060 
10382 
383000 
37495 
10830 
60255 
117320 
322700 
387000 

a*  ta  tw  tom  id  oto  mb  fe  54S  iBWusa  a ftana  id  30%  an  N aftort  im 
land  S Esra  ara  «CM  * US  aacnq.  JJ*  ftrjre  mM  ato  Jre  20c  BH  Mftt 
m toad  to  H€  MfflBOBB  4pa  CUSK  SW  red  FORSW  WOE  into.  Shi 
totottfc  wMtanftil  to/taunJton 


1 WORLD  INTEREST  RATES  1 

MONEY  RATES 

Ml  1 

Oust 

one 

Tim 

Sk 

One 

tora6 

Dh 

Rena 

night 

mui 

rafts 

ids 

TO 7 

mar. 

rate 

rate 

Em-zooe 

3* 

3 i 

a; 

3 

3 

500 

100 

Swttmtaut 

IH 

14 

H 

U 

15 

- 

1.00 

- 

us 

4+" 

V* 

*2 

4\! 

sc 

- 

4.50 

- 

Japan 

5 

ft 

•a 

r 

n 

n 

V 

>i 

~ 

0.50 

- 

■ S UB0R  BBA  London 
brtarift*  Hang 
US  DoSar  CDs 
Eure  Linked  Ds 
SDR  LUtal  Ds 
BBA  Euro  Lbor 
Euro  Euribor 
E0WA 
B1RON2A 


45 

4S 

4£ 

s; 

4.73 

473 

4.73 

4.75 

3i 

3- 

3i 

3i- 

% 

3» 

3:$ 

3i 

3H 

3i 

3i 

2?! 

1126 

1078 

3.017 

2.988 

3.17 

3-17B4 


Intan  tautto  Kftg  ere  b n BBA  Ufedw  n«  tod  d lto 
IH  «E3  n 9mm  hr  me  rerar*  um  Rues.  IES  CDs  ta®  & 3*  uued 

INTERNATIONAL  CURRENCY  RATES 


Feb  1 


Shan 


7 dans 

IWX 


One 


Hire 

momns 


3* 

numns 


One 


Eon 

Danish  Kiwo 
Storing ' 

Sute  Franc 
Cambn  Dote 
US  Dot* 
jappse  Yea 
Aston  SStag 

sunn  tain  wet  n cal  ta  Bn  US  Dot*  red  Ven.  atom  tw  tap'  notes 
■ THREE  MHUH  EUH80R  FUTURS  (MATFlPans  toatanh  rftaM  oa 


31  -K 

31-3i 

31.  - 34 

3*4-3 

3i-72 

3; -20 

4-^- 

35-31 

S’* -3* 

7-i  - 32 

35-31 

3J-3C 

7H- W 

61-5,' 

6 - 5a 

S2-5T 

5J4  - 5“ 

5)t-5H 

n - s 

u -s 

U - Ti 

j;  - ih 

n<  • in 

If -15 

51b  - 5 

54-43 

5;  -4r 

5-4S 

41-4H 

s; -4E 

45-«£ 

45a  • 4L 

4f-4: 

45  -« 

54-5 

H • 

4i  - ^ 

H-{ 

m ft 

H-{ 

2-1 

li  - - 

IV  ■ ^ 

1**  - 11a 

- v» 

2H  - 2 

2*t  - ZH 

Mar 

Jun 


Open 

97.020 

97.170 


Stalpnca  Ctianoe 
96090  -0035 

97.125  -8045 


Mgh 

97020 

97.170 


Low 

96055 

97.120 


Est  to 
8336 
3080 


Open  M. 
31586 
18495 


77KBE  AKUTffl  BKUBOB  FUTURES  (LIFTS  Ctoi  TOC -OH 


Open 

SMI  price 

Grange 

Klgti 

Low 

Eat  to 

Open  H. 

Mar 

97.025 

96080 

-O.DSO 

97015 

96.970 

30056 

87724 

Jun 

B7.165 

97.110 

-0.060 

97165 

97100 

27327 

80778 

Sep 

07200 

97.145 

-6D65 

97200 

97.140 

23304 

49947 

Dec 

96.950 

S&930 

-0040 

96960 

96920 

10177 

TNItoEE  MHITH  BR0  LBOR  FUTURES  ILFFQ  Clm  100-rate 


Open 

Sett  price 

Orange 

Ugh 

Low 

Est  to 

Open  rat 

Mar 

97.010 

96980 

-6050 

97.015 

96975 

3879 

166028 

Jrai 

97.150 

97.110 

-0060 

97150 

97.110 

B957 

137510 

Sop 

97.100 

07145 

-0.065 

97.190 

97.150 

1785 

127718 

Ok 

96945 

96030 

-0035 

06055 

96935 

1947 

101484 

■ B1R1BOR  OPTIONS  (UFFEi  Cln  100 -rate 


Stake 

Pitta 

Mar 

Jui 

CALLS  - 
sep 

Dec 

MV 

mis  — 

Jun  Sep 

Dec 

06876 

97000 

6110 

6010 

6120 

0050 

0.160 

6175 

6005 

0030 

6D1S 

0.070  0.050 

0065 

>7126 

97250 

0005 

0 

0020 

0.005 

0045 

6065 

6150 

6270 

6165 

0275  6165 

6205 

Esc  rel  Ual,  Ceft  6156  no  5400  TtattoB  lOfs  open  W-  c*  *«Z1  PM  MS73 


■ THREE  HOHTH  BIRO  UBflR  OPTIONS  lUFFE)  Clm  100-rate 


State 

Price 

Mr 

Jun 

CALLS  - 
SO 

Dec 

Mar 

PUIS  

Jim  Sep 

Dec 

96875 

6110 

0.120 

6005 

6015 

07800 

0010 

6050 

6160 

D.175 

6030 

0.070  6050 

0055 

071 25 

0X05 

0015 

0150 

0 160 

97250 

0 

0.005 

6045 

6065 

6270 

6275  0.1B5 

0205 

Eta  to 

nil.  Ctak  6198  Puh  3*  totaoe  days  open  Mil-  Care  337888  Pttt  183907 

TIME  MONTH  EUM  SWISS  FRANC  FUTURES  (UFRJ  SFrlm  100 -ran 


Open  Sea  price 

□unge 

High 

Law 

Eta  Hi 

Open  InL 

Mv 

98.630  91630 

-6010 

91670 

91620 

9075 

86220 

Jui 

91540  98530 

-0010 

96580 

96.520 

4267 

46429 

Sep 

91450  98.430 

-0.010 

98.460 

98.420 

1159 

32117 

Dec 

91120  98.100 

-0010 

98.130 

96090 

562 

13506 

■ THREE  MONTH  EUROYEN  fUTURES  IUFFB  YlOOm  100 

-rale 

Open  Sod  price 

Orange 

High 

Low 

Est  to 

Open  H. 

Mar 

99.37 

- 

- 

0 

n/a 

Jun 

99.48 

+602 

- 

- 

0 

n/a 

Sep 

9141 

+002 

- 

0 

nra 

* Lfta  hw  too  mm  ai  tn 

■ BJRO  smes  FRAXC  OPIUMS  (10TB  Sftia  100- ran 

sate 

Pita 

. 

Ms  Jun  Sep 

MV 

1 PUIS  — " 
Jun 

Sep 

98730 

6060  0.105 

0.130 

0.180 

0325 

6450 

98875 

0030 

0275 

Eta  to  mel  Cafe  30  tos  a Pmaus  ay  s awn  at 

Qfc  MS  Ms  2112 

CROSS  RATES  AND  DERIVATIVES 


EXCHANGE  CROSS  RATES 

Fab  1 vt  wr  tfr 


DM 


Mr 


Pta  SKr 


sa- 


cs 


Batfunr 

IflFri 

too 

1144 

1126 

<846 

1.952 

4800 

5463 

21.16 

4970 

4720 

2102 

3089 

1708 

4225 

2002 

3220 

2479 

Dbonaik 

iDKi> 

5423 

10 

1018 

2029 

1.0S9 

2603 

2063 

11.48 

2690 

2237 

1109 

2.163 

0026 

2291 

1020 

1740 

1.344 

France" 

(FFri 

61-50 

11-34 

10- 

2082 

1201 

2952 

3360 

1301 

3056 

2537 

1148 

2.453 

1.051 

2098 

1.723 

198.4 

1025 

Germany" 

(CM 

2063 

3003 

3054 

• 1 

0403 

9900 

1.127 

4265 

1020 

8507 

4021 

0023 

0252 

0071 

0578 

6603 

0511 

ketamr 

OE) 

5122 

0445 

1329 

3483 

' 1 

2459 

2.798 

1004 

2516 

2112 

1123 

2043 

aim 

2.164 

1.435 

1652 

1270 

Italy- 

W 

1083 

0384 

0339 

0101 

0041 

100 

0114 

0.441 

1035 

8093 

0457 

0083 

0036 

0088 

0.058 

6720 

0.052 

|R1 

1131 

3.37 G 

2977 

0988 

6357 

8716 

1 

3074 

9607 

7150 

4013 

6730 

0313 

0773 

0013 

50.05 

0A54 

Nonvay 

(Mr)  . 

4726 

1714 

7094 

2291 

0023 

99m 

2081 

10 

2340 

1940 

1026 

1085 

6807 

1097 

1224 

152.4 

1.171 

PortugaT 

lEa 

20.12 

3710 

3272 

0076 

0393 

9650 

1099 

4258 

xn 

8209 

4411 

0003 

0244 

nnsn 

0064 

6401 

0*99 

Spam* 

(PtB) 

2424 

4.471 

3942 

1.175 

0473 

1164 

1.324 

5.131 

1205 

100 

5214 

0967 

0414 

1024 

0679 

7621 

0601 

Swricn 

(Stai* 

45.62 

8413 

7418 

2212 

OB91 

2190 

2.492 

9054 

226.7 

1882 

ID 

1.820 

0779 

1.928 

177E 

1472 

1.131 

Swtortand 

(sm 

2507 

4623 

4.077 

1215 

0489 

1203 

1070 

5305 

1240 

1014 

5.495 

1 

0428 

1059 

0703 

8007 

0621 

UK 

(£1 

5154 

1029 

0519 

2038 

1.143 

2810 

3198 

1220 

2900 

2410 

1203 

2235 

1 

2473 

1.6*1 

1880 

1.451 

carado 

tea 

2167 

4064 

3049 

1.148 

0482 

1136 

1233 

5009 

117.6 

9702 

5.188 

0044 

0.404 

1 

0.683 

7635 

0587 

USA 

(S 

3568 

1580 

5002 

1.730 

OBB7 

1713 

1.949 

7052 

1772 

1472 

7022 

1.423 

0010 

1006 

1 

115.1 

0835 

Japan 

ft! 

3100 

5717 

5041 

1.503 

0605 

1488 

1.694 

5060 

154.1 

1270 

6.795 

1.237 

0530 

1210 

0869 

100 

0768 

Euro 

tO 

4034 

7.438 

1560 

1056 

0788 

1936 

2204 

8037 

?nn^ 

1614 

8042 

1009 

0689 

1.704 

1.131 

130.1 

1 

Dotal  ILW  Frcn  tone.  Kmvre  twa  xH  MA  to  Bta  1ft  fepD  tout.  *re  total  to  » to 

M tMtARK  FUTURES  (MW  DM  12500(1  pa  DM - 

OBoge  Mgh  Low  Eet  to  Open  W. 


i pt  iml  - are  nrelta 

■ JAPANESE  TEN  FURRS  (MIA  Yen  125re  per  Yen  100 


Open 

Wet! 

Mar  - 

ft  5831 

05807 

Jun 

05843 

assn 

Sep 

- 

OSS85 

05B40 


256 

24 


1029 

168 


HV 

Jin 

Sep 


Opaa 

00689 

00813 


Hgb 

00706  *00069  00729 

00607  *00070  00815 

00838 


LOW 

00668 

00803 


Eat.  to  Opea  hL 
15473  68.905 

32  4061 

1.436 


■ SWISS  FRANC  FUTURES  iHM)  5Fr  125000  per  SFc 


■ STBUffi  RnUKS  AM  E62J00  per  £ 


Mar 

0.71N 

0.7077 

Jin 

- 

07150 

Sep 

- 

07=* 

-00026  0.7119 

07073 

10401 

56027 

Mar 

10458 

10390 

-00080 

10462 

10386 

4236 

54250 

-000TB 

0.71  SO 

B 

468 

Jun 

10370 

10370 

-00080 

10470 

10370 

357 

1086 

- 

340 

Sep 

- 

10350 

-00072 

- 

10360 

- 

730 

UK  INTEREST  RATES 


LONDON  MONEY  RATES 

Ml  1. 


Dot- 

«gM 


7 dam 

nonce 


One 


Three 


EMS  EUROPEAN  CURRENCY  UNIT  RATES 

Mil  Eure  can.  Rue  (Haags 

Wes  uganaftro  C on  da f 


%+Mmn  % spread  Ore. 

can  rate  v weakea  ind. 


Tm 

tmrmf 

4 «*  **>*• 


,"a*.  _ 


Uabaafi  Swaog  7S-6  W - « S-53  S - 5?  5J  - 5i  ■ W 
Swtag  CD&  • 8%  - 6 5|  • 5*.  55-55  55  - « 

TiessaY  Bta  ...  5fl-5:  59-51 

art.  He  SE-5S51..SB  • - 

Lecaf  attorof  dfe&  5Jt  - It  5 - 5?f  5^-5h  5£  - ^ 5J  - 53  5g-58 

Dcmffl  Marw  deic  6 - 54»  5*  - 5^  - 

UR  clraiing  bftk  base  tatano  rae  8 pv  CM  tan  Jn  7, 1099 

Up  M 1 1-3  3-6  B-9  9-12 

rnoati  manta  mantas  mcrite-  anotts 


321.10 

+0.12 

-906 

901 

74383 

+00004 

-022 

000 

869040 

-00006 

502 

-503 

825 


625 


C-its  af  Tax  dap.  (£100000)  4 65  65 

Cens  U im  «P.  fUWOta  to  apu  Drettta  toMrere  hr  raft  znc 

An-  MBif  wr  a ftooM  W Jfei  22  SZ^pc  ttCO  M nft  SDg  Upn  Htance  HH  ft  (top  Jin  29. 
if*  AjmdnreitapMBdFtoN.  iMatail  IBB#. Jctapta ■ 7 rapt  Mmhi m w penoa ren i. 
i-eiijps  rum  SUma  reav-napt  AwmltaMBaeftiiBlpckf  MH> 

■ THRg  MONTH  S1HMM8  FWIBRBB  CTB&  C5OO0OO  POtta  at  100% 


353.109 

746038 


NON  BB1  ME1MBS 
IK  OES36W 

BnatotaiMhBhiiwiaMtaBtCtawiwt 
b bte  l pane  (togt  teas  a iota  erare)  Dw^t*  seoa 
aams  H»«n  X«  ecu  bb*b  ad  to  cmr  oib  to  i on 
Ma  id  la  BDtacr*  ift  aa  fco  a La 
tdkalnta  apaftid  ej  ft  Fond  Tare. 


■ HOUIDBraA  SE  £41 0PT8MS  £31250  fefeft  per  pan9 


* lv*  • 

,***#*•** 


npen 

Sett  price 

CbMp 

M0  ■ 

Lora 

Est.  to 

Open  hi 

94  390 

94.980 

94410 

94270 

14855 

18997* 

Juii 

94730 

94.720 

40010 

94.740 

9*710 

15207' 

193854 

Sep 

94910 

W.*K) 

+0005 

94030 

94090 

14502 

17B373 

Dot 

94000 

94  790 

+O0IS 

9*840 

94780 

7S26 

143389 

Ms 

95090 

95065 

0005 

91110 

95058 

8896 

127700 

State 

free 

Hb 

- CALLS  - 

Itar 

Apr 

Stab 

— PUTS  — 
Mar 

Apr 

1090 

IX 

106 

201 

649 

1.18 

107 

1040 

078 

100 

207 

004 

109 

221 

1080 

0.45 

106 

1 66 

Ml 

271 

203 

Fun  ftft to,  OM  0 Mi  3 . tore  Oft  am  tL.  Crts  «2  Pas  i.*83 
■ PM0O&PMA  SC  04WBIUS  OPDOHS  DH62500  (S  pta  DM] 


Mm-  eiww  m AFL  At  (wc  tasaH  hP  are  *a  ihiu  fty 

m aagr  rnsRUMS  owaus  iuto  fSD0.PQP  oowa  & io» 


j.  j 


BSiriJ 

H'  'l.Wi 

s« 

0725 


■ ims 

Jun  - 
0045 


0040 
0000 

0530  0.100  ' 0.100 

0275 

0065  0205  0.195 

8505 

u w ir*i  Cat's  :tpuj  t&  aw.  hrena  ore's  open  u Cm  simtz  he  SttiJO 


Sep 

0075 

aim 

0215 


■TtIl 

■ 

HTTH 

SmTkS 

KiZM 

rnmarito  Uft-lte-  nm.drei«PMta.Cfti«!3tHtt306O 


■ TMEE  HOWS  SBOOfitl/n  OMH  Sin  potesai  100% 


base  lending  rates 


ft*K-x<r ' 


B^tnACarWre  6Ufl 
AL0dtnsh8wA(UU‘  800 
ftHun.y  Artiuarar  600 
B3nn.i8tafeiVhrtJtM  BIS 
BmAcdCspiw*  CUO 
BanRrtltacmo  . 'fcOO 
Ba#  cP  recto  BOO 

8n*<*S»«bM  S» 
ntbftgeBarti  BOO 
BmBkidUriEa*  000 
tMraMSFilpilgBCeui^OO 
•CwanuNA  6fO 

CMtotaduBoiA  BXV 

n>tCfTWIMHM4lO 

CouaaACo  b» 

C\txw  ***>•■*  4UV 
Duncan UhrW  . 8U0 


Exotar  True  Lnwad  700 
FtnandalSOanBMttl  600 
4H*3batt  Fremnp  S CP600 
HttC  Btrt  Afi  2unt*i  OOP 
HarfttA>& SeitlrarBRAOO 
CHan&Co  000 
4P5C  Mntaoci  Bank  RTnrei 
BOO 

Mo^fesiO  B Shanj^tai  6 00 
■mmncBMtlUqUc&OO 

julun  Hodge  B«nl.  BOO 
taoftWJacapiiB  SamBUQ 
UMftBanh  BOB 
MataiWlBm  000 
600 

ftlWEtnMhM*  BOO 
MyatBkatScMHid  000 
Sojftto*  VWmto  Bir*  675 


•SngHftFiradtaitaftOO 
BHtaAWVftTton  600 
SuiOhA  600 

TSB  6.00 

IbMdBttorsTKtatotan 
LWy  Truer  BorttPlc  600 
Witten— > (.Hirihta  600 

VorMtaaSer*  600 

• MewOaraa  London 
ktmbntoBerianQ 


Open 

LftS 

CM* 

MSI 

Law 

Eel  to 

Open  hL 

9504 

9503 

-001 

9504 

51038 

486422 

95.10 
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SFE  to  trade 
commodities 


on  screen 


By  Gwen  Robtaison  in  Sydney 


The  Sydney  Futures 
Exchange  has  formed  a joint 
venture  with  Computer- 
share,  an  information  tech- 
nology provider,  and  Agtex 
Australia,  an  agricultural 
services  group,  in  efforts  to 
establish  an  electronic  trad- 
ing market  for  physical  com- 
modities, to  be  known  as  the 
Commodities  Exchange  of 
Australia.  Traders  and  farm- 
ers welcomed  the  move. 

In  a separate  development, 
however,  many  traders 
expressed  concern  about  a 
delay  in  the  SFE's  planned 
switch  from  open  outcry  pit- 
trading  to  fully  electronic 
trading.  The  exchange  said 
last  week  it  had  pushed  back 
the  date  of  the  switch  from 
March  to  October  1. 

Members  blamed  bugs  in 
the  SFE's  new  system  for  the 
delay.  The  switch  should  be 
made  after  Sycom  IV,  the 
SFE's  upgraded  Windows  NT 
screen-based  trading  plat- 
form, is  installed  in  June. 

Members  are  concerned 
the  delay  will  add  to  pres- 
sures In  preparing  for  the 
switch  to  year  2000-compli- 
ant  systems.  Some  have  said 
they  would  not  accept  any 
new  systems  after  the  third 
quarter  of  1999  and  probably 
not  until  after  the  first  quar- 
ter of  2000.  But  the  SFE  said 
the  planned  October  1 con- 
version to  fully  screen-based 
trading,  falling  between  the 
September  contracts'  roll- 
over period  and  a public  hol- 
iday, would  cause  minimal 
impact 

The  exchange  said  last 
week  its  planned  CXA  would 
be  ftiUy  electronic,  initially 
providing  spot  and  forward 
markets  for  grains,  pulses, 
oilseeds  and  other  agricul- 
tural products.  A feasibility 
study  would  be  completed  by 
the  end  of  March  and  a 
launch  date  announced 
shortly  thereafter,  it  said. 


The  new  market,  which 
would  eventually  operate 
through  the  internet  would 
also  seek  to  create  markets 
for  non-agricultural  com- 
modities and  explore  oppor- 
tunities to  establish  markets 
off-shore,  said  Les  Hosking. 
SFE  chief  executive. 

He  added  that  the  new 
exchange  would  promote 
transparency  In  transactions 
involving  rural  commodities, 
and  help  farmers  and  buyers 
gauge  supply  and  demand 
more  accurately. 

This  will  reduce  costs  and 
the  exposure  growers  or  con- 
sumers will  have  to  not  get- 
ting the  right  price,”  he  said. 
Most  traders  of  rural  com- 
modities rely  on  offshore 
markets  or  the  SFE’s  futures 
contracts  as  the  only  public 
pricing  mechanisms  avail- 
able to  assess  the  market 

A centralised  exchange  for 
physical  commodities  would 
encourage  price  transpar- 
ency and  transaction  secu- 
rity. Guarantees  of  financial 
performance  and  settlement 
by  the  SFE  Clearing  House, 
which  is  backed  by  a $150m 
guarantee  fund,  would  help 
to  eliminate  counterparty 
risk,  he  said.  Throughout  the 
extreme  volatility  of  the 
Asian  crisis,  the  exchange's 
clearing  house  performed 
without  fault  or  incident,  Mr 
Hosking  added. 

Computershare  would 
develop  and  operate  an  elec- 
tronic trading  platform  for 
the  new  exchange,  while 
Agtex  would  provide  market- 
ing services  and  co-ordinate 
the  exchange's  relationship 
with  bulk  handlers. 

The  SFE  Is  also  continuing 
talks  with  the  Australian 
Stock  Exchange  on  a merger 
proposal.  An  Initial  merger 

agreement  should  be  ready 
by  July,  members  said.  The 
ASX  demutualised  last  year 
and  listed  on  its  own  boards 
in  a highly  successful  com- 
pliance listing. 


Freeport  McMoRan  in  royalties  struggle 


By  Sander  Thornes  m Jakarta 


Freeport  McMoRan,  the  US 
mining  company  that  oper- 
ates the  world's  largest  gold 
mine  and  third  largest  cop- 
per mine,  ts  struggling  to 
reach  a compromise  with 
Indonesian  officials  who 
want  to  double  the  royalties 
it  pays  and  block  its  expan- 
sion plans. 

Freeport,  which  operates 
the  Grasberg  mine  in  Irian 
Jaya  in  a joint  venture  with 
Rio  Tlnto,  has  been  the 
prime  target  of  a public 
backlash  against  investors 
closely  affiliated  with  former 
president  Suharto.  Kuntoro 
Mangkusubroto.  the  mining 
and  energy  minister,  said 


last  week  he  would  approve 
expansion  only  if  royalties 
were  doubled,  threatening 
Freeport's  battered  earnings 
and  share  price. 

“It's  payback  time  for 
their  close  relationship  with 

Suharto,"  one  lining  execu- 
tive said. 

Freeport  officials  yester- 
day met  Mr  Kuntoro,  follow- 
ing a meeting  a week  earlier 
between  Jim  Bob  Moffett, 
Freeport's  CEO,  and  Presi- 
dent BJ.  Habibie.  While  Mr 
Habibie  then  approved 
expansion  of  the  mine  to 
300,000  tonnes,  Mr  Kuntoro 
has  continued  to  object,  cit- 
ing concern  over  the  envi- 
ronment and  lack  of  benefits 
for  the  local  community. 


Freeport  officials  would 
not  comment  except  to  note 
that  the  mining  licence 
allows  for  an  increase  in  roy- 
alties only  if  prices  of  cop- 
per. gold  or  silver  rise.  The 
company  has  insisted  in  the 
past  that  tailings  from  the 
huge  mine  are  not  toxic,  but 
environmental  groups  in 
Indonesia  reacted  furiously 
to  Mr  Habibie's  sudden 
approval  of  expansion. 

“Freeport  lacks  real 
friends  in  the  ministry  at  a 
time  when  they  most  need 
It,”  the  mining  executive 
said.  “Moffett  now  finds  the 
cost  of  boasting  about  his 
ties  with  Suharto." 

One  mining  analyst 
suggested,  however,  that 


Freeport  might  bave  quietly 
agreed  to  an  increase  in  pay- 
ments in  a way  that  would 
avoid  changing  the  contract, 
which  would  require 

approval  in  parliament, 
where  Freeport  has  also 
been  under  attack. 

“Call  them  contributions 
to  the  local  community,"  he 
said.  “As  long  as  Freeport 
agrees,  there  is  nothing 
wrong  with  it  So  for,  they 
have  not  objected  publicly." 

Freeport’s  30-year  lease  on 
the  mine,  agreed  in  1991.  was 
already  a renegotiated  ver- 
sion of  a 1973  contract  for  a 
much  mare  modest  opera- 
tion. As  in  the  meeting  with 
Mr  Habibie,  Mr  Moffett  at 
the  time  asked  Mr  Suharto 


to  override  objections  by  his 
ministers. 

Freeport  has  since  been 
fending  off  accusations  that 
it  rewarded  Mr  Suharto  and 
his  associates  for  their  sup- 
port by  selling  undervalued 
shares  in  the  mine  and  over- 
valued supply  contracts, 

A foreign  mining  execu- 
tive said  there  was  little 
Chance  that  a renegotiation 
of  the  contract  with  Freeport 
would  endanger  other  min- 
ing contracts,  which  have  a 
Lex  Specialls  clause  protect- 
ing investors  from  legal 
changes.  Mr  Kuntoro  has 
assured  investors  that  the 
contracts  of  work  are  sacred. 

“I  don’t  think  this  Is  actu- 
ally a policy  shift,"  the  exec- 


utive said.  “Freeport  has 
always  been  different  from 
the  rest  of  us.” 

Instead,  mining  companies 
expect  royalties  to  rise  only 
for  new  projects,  as  planned 
in  a draft  law  on  mining  that 
has  yet  to  be  submitted  to 
parliament  - 
Freeport  “ McMoRan 
reported  record  production 
and  sales  In  the  fourth,  quar- 
ter of  199S  but  said  that 
because  of  varying  ore 
grades  and  operation  rates, 
sales  would  foil  from  L7bn 
pounds  of  copper  and  i&n 
ounces  of  gold  in  1998  to 
1.4bn  pounds  and '2m  ounces 
respectively  in  1999.  It  has 
not  firmly  decided  an  expan- 
sion to  300,000  tonnes. 


Lucky  strike  at 
Cananea  mine 


By  Andrea  Mandet-Campbefl 
in  Mexico  City 


A stand-off  between  miners 
and  management  at  the 
Cananea  copper  mine  in  1906 
heralded  the  coming  of  the 
Mexican  revolution. 

This  time,  a two-month  old 
strike  at  the  huge  open  pit 
mine  is  seen  as  a blessing  in 
disguise  for  an  Industry  bard 
hit  by  failing  prices,  say 
market  analysts. 

Nearly  2,000  union  work- 
ers walked  out  of  the  his- 
toric mine  in  the  northern 
province  of  Sonora,  just 
60km  from  the  US  border,  on 
November  19. 

Yet  as  the  strike  enters  its 
10th  week,  the  conflict  has 
received  little  publicity  and 
analysts  are  almost  flippant 
about  the  impact  the  stop- 
page could  have  on  Grupo 
Mexico,  the  mine  owner, 
responsible  for  95  per  cent  of 
Mexico's  copper  output. 

While  the  group  is  consid- 
ered one  of  the  leading  low- 
cost  producers,  averaging  47 
cents  a pound  throughout  its 
operations,  the  cost  of  produ- 
cing copper  concentrate  at 
the  ageing  Cananea  is  about 
67  cents  a pound  - above  the 


market  price  of  65  cents  a 
pound. 

“We  never  meant  it  to  hap- 
pen, but  we've  stopped  los- 
ing money,"  joked  Gabino 
Paez,  director  of  industrial 
relations  for  Grupo  Mexico. 

Rene  Kleyweg,  mining 
analyst  with  Merrill  Lynch 
& Co  in  New  York,  added: 
The  strike  is  not  entirely 
unfortunate  for  the  com- 
pany. In  fact,  it’s  quite  con- 
venient for  them.  They 
aren’t  lasing  out  and  if  any- 
thing it  helps  the  current 
oversupply.” 

Santander  Investment  says 
Cananea  is  losing  $2.7m  a 
week  in  potential  revenue  on 
the  1,775  tonnes  It  produces 
in  the  form  of  Blister  copper 
and  copper  cathodes. 

But  despite  higher  fixed 
costs  for  Grupo  Mexico, 
which  achieved  sales  of 
$1.3bn  last  year,  “there  won't 
be  a very  significant  impact 
on  margins",  said  Sandra 
Morfin,  analyst  with  San- 
tander, predicting  a $16m 
drop  In  fourth-quarter  profit 

Cananea  also  ships  3,000 
tonnes  of  copper  concentrate 
a week  to  La  Caridad,  Grupo 
Mexico's  neighbouring 
smelter,  representing  one- 


With  costs  higher  than  prices  the  strike  is  saving  the  mine  money 


third  of  La  Caridad’s  supply. 
But  the  refinery,  one  of  the 
largest  in  North  America, 
has  been  able  to  rely  on  sig- 
nificant stockpiles  because 
of  a recent  maintenance 
shutdown.  The  company  has 
recently  begun  to  buy  con- 
centrate on  the  market,  but 
there  is  plenty  of  surplus, 
say  analysts,  as  Chile  contin- 
ues to  chum  out  copper  to 
offset  foiling  prices. 

What  is  more  uncertain  is 
when  the  strike  will  end. 
Grupo  Mexico  officials  say 
miners  should  be  back  at 
work  in  one  to  two  weeks. 
Market  observers  point  out 
that  workers’  productivity 
bonuses  are  at  stake. 


The  union  is  protesting 
about  a move  by  the  com- 
pany to  raise  the  level  at 
which  workers  receive 
bonuses. 

Grupo  Mexico  recently 
invested  Sl5Qm  in  technol- 
ogy to  increase  concentrator 
capacity  from  300,000  tonnes 
of  raw  material  a day  to 
335,000  tonnes  and  does  not 
believe  workers  should 
receive  bonuses  for 
increased  capacity  thanks  to 
better  technology. 

The  company  says  the 
issue  of  productivity  targets 
was  settled  in  October  and 
the  walk-out  was  caused  by 
internal  politics  within  the 
union. 


Copper  stocks 
at  record  levels 


MARKETS  RH’ORT 


By  Paul  Salman 
and  Robert  Corrine 


Copper  prices  fell  again 
yesterday  as  London  Metal 
Exchange  stocks  reached  a 
record  high.  The  LME  said 
inventories  of  the  base  metal 
held  in  its  warehouses  had 
risen  to  646,675  tonnes,  beat- 
ing the  previous  record  of 
645,300  tonnes  set  more  than 
20  years  ago. 

The  figures  are  the  latest 
sign  that  global  over-supply 
of  the  red  metal  continues  to 
weigh  heavily  on  the  mar- 
ket. Analysts  say  lower 
prices  are  likely  unless  pro- 
ducers curb  output 

Three-month  copper  closed 
yesterday  at  $1,427  . a tonne, 
$7  lower  than  Friday’s  level. 
A foil  to  $1,420  would  repre- 
sent the  lowest  price  for 
almost  12  years. 

Z Sue  dosed  higher  in  spite 
of  a report  showing  that 
world  production  of  the 
metal  rose  last  year. 

The  International  Lead 
and  One  Study  Group  said 
total  output  iu  the  ll 
months  from  January  to 
November  was  7.3m  tonnes 


against  7m  tonnes  in  the 
same  period  of  1997. 

Consumption  was  almost  - 
unchanged  at  7.14m  tonnes 
against  7.13m  tonnes  in  1997. 
Three-month  zinc  finiahwi 
? 12.50  higher  at  $989  a tonne. 

Oil  prices  fell  yesterday  as 
markets  failed  to  hang  on  to 
Friday’s  gains.  Brent  Blend 
for  March  delivery  was 
quoted  at  $11.12  a barrel  In 
late  trading  on  London's 
International  Petroleum 
Exchange,  down  23  cents  an 
Friday’s  dose. 

Reports  that  the  Saudi 
Arabian  and  Venezuelan  oil 
ministers  planned  to  meet  In 
Caracas  to  discuss  the  possi- 
bility of  further  contacts 
with  non-Opec  producers 
made  little  impact  on  the 
market 

There  was  also  little  reac-' 
tion  to  statements  from 
Venezuela's  new  govern- 
ment that  it  intended  to 
implement  fully  production 
cuts  agreed  last  year. 

Analysts  expressed  scepti- 
cism about  the  possibility  of 
early  Opec  action  to  boost* 
prices,  given  the  group’s 
patchy  adherence  to  evicting 
cuts  and  the  continued 
global  economic  uncertainty. 
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LONDON  METAL  EXCHANGE 

pkat  tram  Araaftanated  Matal  Taring) 
■ flUMMUM,  g&7  reran  a per  urn 


BOU)  COfcEX  pw  Ttoy  bl;  Sflrcy  ozj 


■ WHEAT  urn  (100  bw  £ per  wnej 


SOFTS 

■ COCOA  LITE  pfl  tonnes;  Btotme) 


Caah 

3 mha 

Close 

1196-97 

1206-07 

PreatoiH 

11976-8.5 

12096-108 

Htfiflmr 

121271204 

AM  Otttoaf 

1194-95 

120464B 

Kert  cswe 

1212-13 

Opan  fcl 

372678 

ToW  tunaw 

82.489 

■ AUDHDMH  ALUIY  0 purftnai 

dose 

1029-30 

1047-40 

Premous 

1022-27 

1045-6 

tegMow 

105571045 

am  omod 

1029-31 

1045-47 

Kan  dm 

1Q55-0O 

Opm  m 

6.955 

Tou  Hair  umova 

3J12 

M LEAD  (Spa  tanuQ 

Oore 

490-1 

492-3 

Previous 

490-91 

489-90 

Kgtiftra 

496/489 

AM  flflttti 

484  5-05.0 

489-96 

Kom  cksa 

497-0 

Open  hL 

35J97 

Total  Italy  unmr 

8.457 

■ MOCB.  (8  par  tonne 

Dow 

4190-200 

420505 

Piavkxs 

4205-15 

4275-00 

HftAwr 

430IM240 

AM  Oncol 

4210-15 

4260-65 

Kab  ttaae 

4205-90 

Ddn  « 

70660 

lotaorir  twaora 

19690 

M Ift  (S  pa  tome) 

Cbse 

51H-65 

5135-45 

Pmtaus 

5165-70 

5140-45 

HftVkMi 

5150/5135 

AM  Official 

517040 

515000 

Kan  Paso 

5150-55 

Open  mi 

21.025 

lota  daft  tenner 

3643 

H ZMC,  apodal  nigh  grate  (Spar  kmri 

One 

971-2 

968-9 

Previous 

958-9 

975  50.5 

iViiow 

997/375 

AM  Oncol 

964-646 

981-02 

Keft  due 

996-05 

Open  w. 

04652 

Total  daft  tanner 

38.121 

■ correv  |TM*  A (S  par  tome} 

am 

1389-400 

- HQO-27 

Pnwkwa 

1405-6 

1433-34 

Hfttnow 

1436/1428 

AM  OOclal 

1*06-06-5 

1435-35.5 

Kan  cuco 

1*34-35 

Open  U 

173,107 

lota  iteilr  umoter 

57.748 

■ LME  AM  ankW  tit  retK  TJWC5 

UC  CtoetaQ  at  rate:  UB41D 

M 


Sett  Day*!  Open 

price  dung*  (flgh  kw  Vol  M 
2002  +19  2900  206.7  5040  5.476 

SOJI  tU  - - 1 2 

Apr  2900  +2.7  29U  28X4  30.49)  99214 

Jm  2920  +28  293.1  2904  746  24581 

Anp  294,7  +24  2934  2912  106  7.011 

Oct  2966  +26  - - 2 1796 

Total  vlt  aft 

» PLATINUM  MYNEX  (50  Troy  oz.:  Slimy  02.) 


Sat! 

Day's 

Open 

Salt 

Dayte 

Opan 

pnea  Etmge  aft 

Lew 

Vri 

tat 

price  cfcanpa 

laa  W U 

Mar 

7500 

-0.70 

7R20 

7500 

150 

2,112 

Mr 

897 

-0 

910 

897  2035  40.654 

Fan 

•fty 

7690 

-0-75 

7725 

7690 

68 

3002 

May 

914 

-8 

927 

915  1057  34072 

Apr 

Jri 

78S0 

-a70 

7900 

7900 

30 

707 

Jri 

934 

-8 

944 

835  79712.708 

in 

ftp 

77.75 

-0.75 

- 

- 

- 

157 

a* 

954 

-3 

954 

956  1,957  30967 

AW 

tew 

7900 

-0.75 

79.70 

7900 

55 

1,701 

Dac 

970 

-0 

968 

978  1007  24^42 

Oct 

Jan 

8100 

-a75 

0100 

81.50 

3 

301 

Mr 

1002 

-0 

1012 

1004  1 07  14.423 

Dac 

ToU 

314 

8040 

Total 

9077174J21 

Total 

MEAT  AND  LIVESTOCK 

■ ure  amuse*  wwwta;  eomm 


JOTTER  PAD 


Intent  Day’s 
Met  ctangB  W# 

62675+0625  62.700 
65025+0-550  65050. 
64475+0275  64.700 
64625-0650  64600 
E6.125 -0.125  86.150 
07675-0650  07600 


■ MEAT  G8T  S.OQOfiu  ME  ttfl&ffiOb  tuM) 


■ COCOA  CSCE  (10  tonnes;  Stexam) 


U m Vol 

01600  5625 
64675  5630 
63600  1603 
61750  915 
65475  504 
66600  159 
12*14 

LEAH  HOGS  CME  (406000k;  ccnBAbs) 


Open 

hi 


28695 

44.614 

22,963 

11606 

7,119 

2,673 

117,775 


Apr 

3480 

+3.7 

3493 

3473 

2232  11,123 

Mar 

269 J5 

-5J5  27450  26830  14059  04014 

Mar 

1309 

-22 

1330 

1308  3019  32.124 

Fflb 

Jri 

352.7 

+23 

3530 

3530 

105 

13 97 

May 

28000 

-530  28930  Z7630 

3.112  18.040 

May 

1345 

-18 

1350 

1344  1362  22,189 

Apr 

Oct 

3550 

+23 

. - 

- 

100 

1381 

Jut 

28900 

-500  29530  206.00 

5324  3W.1W3 

Jri 

1375 

-18 

1388 

1375  138  6034 

Jon 

TOW 

ria 

aft 

ftp 

30000 

-530  303.50  30030 

474  3044 

ftp 

1405 

-18 

1418 

1418  36  4.748 

Jol 

43600+1575 


■ pauamm  nub  noo  HUT  OK  SOW  Ej 


Mar  34305  +830  344.00  34030  312 

An  33605  +830  335.00  335.00  13 

Sap  334.65  +000  - - 1 

ToW  ate 

■ sum  COMB  <5000  tor  Ot.  tofttay  *J 

Z442 

182 

127 

ate 

Fan 

5290 

+7  2 

_ 

_ 

20 

10 

Mar 

5300 

+70 

5323 

5230  17.620  44070 

May 

533-1 

+60 

5340 

5273 

940  12.520 

Jul 

534.1 

+80 

5353 

526.0 

2208 

9.631 

Sap 

+62 

5360 

5383 

1077 

3027 

Dac 

53M 

+50 

535.0 

531.0 

329 

6.345 

Total 

ate 

nim 

ENERGY 

■ CRUDE  OIL  NYMEX  (1 300  bxrtte.  Slbanti) 

Lateot  o*ft 

Opan 

price  dnaga  KgN 

Low 

Vri 

tat 

Mar 

1203 

-022 

1230 

12.40  53232  109-2*' 

Apr 

1ZB1 

-0.18 

12.95 

1M9  17.464  53055 

May 

12.72 

-au 

1101 

12.85 

4J36  43,625 

Jib 

1201 

-0.15 

13.10 

1175 

5,950  33,027 

Jri 

13.13 

♦0.06 

- 

- 

1033  23.465 

Aug 

1309 

-0.10 

1325 

13  07 

1029  16,480 

ToW 

ate 

ate 

■ CmDEOHrEManri) 

ft* 

Dayte 

Open 

price  donga  Mpb 

LOW 

VU 

tat 

Mr 

11.12 

-023 

11.45 

1134  23235  60.071 

Apr 

1121 

-021 

1103 

11.13 

9202  49.738 

Hay 

11-38 

-0.19 

11.65 

1129 

3.171  27290 

Jan 

1106 

-024 

11.78 

1144 

2046  30.102 

Jul 

1104 

-021 

1132 

1164 

345 

9017 

Ate! 

7132 

-0.18 

1235 

1132 

312 

6.036 

ToW 

nfa 

ate 

Dae 

Mar 

Total 


31100  -565  31660  31360  166  1631 

32150  -150  32560  32250  20  40 

7ifr/i  13B 4« 


Dec 


■ MAIZE  CHT  iS.000  bu  mia  cmgfiHb  tuStat 


1445  -17  1456  1445  54  5640 

Mar  1483  -17  6528 

Trial  ate  nfo 

■ COCOA  (KXO)  {SORTrionml 


54550 

55400  +0650 
55400+0625 
54675+0600 


Aag 

Oct 
Total 

M PORK  BELLIES  CME 


41000  40650  4.385 
44500  42150  3570 
55.150  51600  1407 
51650  54400  301 
55500  54650  105 
54450  51775  246 
12662 

MO^OOtK  cote/De) 


9jD39 

15687 

8.053 

4611 

3604 

3681 


Mar  215.75  +1.25  216.00  21150  35627157665 
May  22150  +125  221.75  219.00  7650  67.130 
to  22665  +1.00  226.75  224.00  6566  71528 

Sap  232.75  +165  23300  23065  1570  11400 

Dac  239.75  +150  2MU»  237.00  3652  41601 

Mar  247.75  +1  50  24860  24560  150  3,907 

Total  55,191 362699 

■ BARLEY  LffFE  (100  Winn  E par  tome) 


Jan  20 
Wlf  — 


Pika 

.103198 


Pit*,  day 

1021.77 


M> 


H COFFEE  LFFE  (5  (omen;  SflDmcl 


Mar 

78.05 

-030 

- ^ 

_ 

253 

■ft 

7905 

-300 

-a 

_ 

ED 

ftp 

770S 

-0.75 

a.  - 

— 

35 

Mar 

79^ 

-075 

7050  7950 

5 

157 

Jm 

0135 

-0.75 

_ _ 

_ 

20 

Trial 

5 

5S 

Hr 

1705 

+4 

1724 

1700  2.171  23383 

MW 

1641 

+1 

1656 

1636  1.483  1(1046 

Jul 

1627 

- 

1640 

1624  207  2047 

ftp 

1018 

+1 

1632 

1620  54  1,454 

Nov 

1606 

+6 

1622 

1603  162  289 

Jm 

1591 

+6 

- 

- - 269 

ToW 

*JDB7  39(708 

■ COFFSE  X*  CSCE  (370OOBK  carefflK) 

54625+0675  56650  51325  947 
Mar  55400+0500  56600  53600  080 

May  56600  - 57500  55600  00 

JM  56625-0.775  57.700  55.100  22 

Tate!  2644 


2675 

2568 

055 

714 

7,132 


For  solutions  to  today’s  crossword  call  D891  430060. 
Calls  cost  SOp  a minute. 


LONDON  TRADED  OPTIONS 

Strika  price  S tew  —Caflf—  ~P 


CROSSWORD 


M^  SOYABEANS  COT  (5flOMM  Brit  acWBlI  bulM) 


Mar  50950  +155  50950  50450  25621  68,861 

May  513.00  +16S  51175  509.00  4660  29636 

to  51765  +160  51600  51360  5678  31713 

Ufl  51050  +160  519.00  51460  538  9.059 

ftp  517.75  -065  52050  51460  020  2624 

52475  -0.75  52650  52050  2.779  20.428 
Trial  42,103 105455 

M SOYABEAN  OIL  CRT  (60000KB:  cenbflp 


Mm  10555  +165  10750  10465  4682  17672 

May  10860  +155  10650  10560  2.172  1Q.173 

Jul  10060  +260  10960  10730  1,053  3699 

ftp  10950  +150  110.75  10960  324  2650 

Dee  110.75  +165  11160  110.00  146  1440 

Mar  11100  +150  11250  11150  fl  428 

Taw  nfa  ate 

M COFFffi  (ICO)  (US  cenaupcuatl 


I99J*}  LME 

1150 

1200  


1250. 


■ COPPER 
(Onto  A)  UK 
1450 


1500. 


•tea  29 
Comp,  tty 


.9230 


15  day  awrage 


.9640 


Prat:  day 
9248 
9763 


1550. 


Mar  2151  -060  21.79  2167  9676  52696 

May  21.72  -0.17  21.97  2161  4604  2S663 

Jol  21.92  -0.17  2269  2166  3371  20510 

Aug  2169  -060  2119  21.89  969  5.911 

Sap  2106  -0.14  2125  21.95  70S  4518 

Od  2110  -0.16  2128  2100  461  1603 

Total  mm 

M SOYABEAN  HEAL  C8T 1100  tons;  State 


M WffTE  SUBAR  UFFE  (50  tames;  S/tanne) 


■ COFFEE  LITE 
1600  ■ 


M HEATWC  ML  HWMX  (42600  US  pari;  c,US  WhJ 

Dafa  Open 


Spot:  1 6411 3 its  15381 E atts  1 6360  9 rate  15X1 


pike  drape  Mgb  Lw  Vri  tat 

Mar  3265  -047  34.00  3165  19624  40644 

Apr  3335  -047  3430  3115  2094  21.450 

May  3100  -057  34.70  3170  2655  14691 

Jun  3450  -052  3560  3450  2657  13694 

M 3530  -067  3640  3540  670  9667 

Ml  3730  +030  3730  3730  132  10.190 

Trial  ate  a/a 


Mar  T325  +23  1317  1295  10603  51403 

May  1316  +1.B  131 J 1257  5679  20683 

Jnf  1316  +16  1317  1303  3420  27.958 

Aag  1346  +0B  134.0  1 313  854  8608 

Sap  1356  +05  135.1  1315  414  6.851 

Oct  1365  +05  13B5  1356  192  1546 

Trial  21614 132694 

■ POTATOES  LFFE  120  wanes:  £ per  tonal 


Mar 

mu 

-30 

2260 

2210  5045  16,151 

May 

221.0 

-14 

Will 

2200  2007  16050 

Aug 

2190 

-10 

797B 

2182  913  0000 

Oct 

2110 

-20 

2140 

2100  322  7.331 

Doc 

2140 

-2.0 

2170 

2150  154  1.717 

Mar 

2180 

-20 

3190 

2170  52  109* 

TaW 

80»  52050 

■ SUGAR  IV  CSCE  rnZOWSte;  otitaffia) 

Mar 

B.7B 

-005 

7.11 

80717,798  63.740 

My 

666 

-021 

608 

6-65  8024  36014 

Jri 

60S 

-0.15 

6.79 

6.56  8034  30083 

Oct 

696 

-CLOT 

7.70 

6-97  1063  21061 

Mar 

701 

-007 

706 

700  520  12022 

May 

707 

-0.11 

7.40 

708  15  2013 

TOW 

ate  ate 

1650. 


1700. 


■ COCOA  LFFE 

875 

900 


1100. 
1150. 
1300  . 


l*x 

Jun 

Mar 

Jan 

61 

92 

5 

15 

20 

59 

20 

32 

0 

35. 

91 

57 

Iter 

Jon 

Mm 

Jwi 

24 

68 

45 

63 

10 

47 

61 

61 

3 

31 

124 

124 

Mar 

May 

MV 

May 

113 

95 

8 

54 

73 

70 

18 

79 

41 

51 

38 

110 

Mm 

Mm 

May 

X 

60 

a 

21 

IB 

46 

19 

32 

9 

34 

37 

49 

Iter 

ft 

Mar 

Apr 

- 

. 

18 

. 

23 

61 

■ 

- 

6 

- 

- 

- 

No.9,903  Set  by  CAPER 


LONDON  SPOT  MARKETS 

M CRUDE  OR.  FOB  (per  band) 


+or- 


m ms  ml  re  state*) 


■ net  SHADE  COPPHI  (CGMEX) 


sea  ttayi 

Open 

trice  dung*  Ugh 

Low 

M 

tat 

hb 

6400  +O05  6400 

GUO 

735 

1075 

Mm 

6460  +010  64.70 

6170 

B.454  44.039 

Apr 

6510  +0.15  85  0) 

64.65 

112 

1557 

Hay 

65-45  +0.10  6560 

6465 

«6 

6031 

Jm 

6505  +0.T5  S5J5 

650S 

17 

1.539 

Jri 

6620  +020  6600 

65.453 

1029 

6011 

Trial 

Bte 

nte 

PRECIOUS  METALS 

■ UMP0N  BWUDN  MAMET 

Prices  anM  by  N M Rottariftfi 

BaU[Taiy  02)  s pnee  E spur  5Fr  etpfv 

□oca  257  40-23730 

Opaanp  9720-8750 

UOMRg  ft  287.10  17465  35240 

HMmo®  ft  30850  17565  25178 

0*r>  li*  97  JO- 9800 

Day’s  Low  3550-20590 

Pierian  ctaae  3500-9630 

LMB  Uta  Him  fafcj  taring  Retae  (ft  USt) 

loan* — 469  0 maria 345 

3mWW 443  12  writ* JL51 

3 months 


Srit  Deyte 

Open 

price  drags  ngh 

LOM 

Vri  Ml 

Feb 

9800  -100  10100 

9025  11.790  32082 

Mar 

9900  -1.00  10325 

9950 

5030  26.712 

AW 

10075  -075  10175  10075 

1004  11751 

May 

10200  -050  105.75  10200 

474  805* 

Jm 

105.00  -050  10000  10500 

777  11002 

isS 

10700  -0.75  11025  107.00 

91  3.792 

ToW 

Z304O1 34,196 

M NATURAL  GAS  K |UB0  Iriwt  pro  ptrhnq] 

Fab 

9.300-0110  9000 

9250 

330  5.550 

Mm 

0220+0060  0250 

92S0 

26  12*5 

Total 

107B  2G0S6 

■ NATURAL  GAS  RtUQ  (10000  nraBta;  Sdoafitu) 

Lataat  Day's 

tora 

price  drape  Mgh 

Lop 

Vri  U 

Mm 

1755-01B2  1.775 

1.730  36012  SOL  451 

A ar 

1000-0003  1010 

1.765  11000  24.045 

May 

1030-0008  1050 

1010 

5483  15138 

Jm 

1065  -0.001  1070 

1040 

2.944  16032 

JN 

1090-0008  1905 

1080 

1.0TB  11453 

Abb 

1.925-0003  1930 

1910 

905  10004 

Trial 

ate  ia 

Star  2506  - 

Apr  3186  -26  318.0  3156  29  2609 

May  3286  -26  - - - 29 

Job  3386  -26 

Baa  950  3 

Trial  a 2655 

M FRBGHT  (BFFEq  LFFE  (51  Otaris  potaq 


M COTTON  jjWE  BQJOOte  cerisflba) 


Fab 


705  -35  005  785  6 2SG 

Mar  820  -30  025  820  15  131 

Apr  837  -13  897  095  13  975 

Jri  795  -5  795  795  0 602 

Oct  910  - - - - 377 

Trial  40  1769 


Mar  8062  -066  6065  6030  6630  29277 

May  0140  -023  61-55  61.15  2678  17,311 

Jri  0165  -6.11  5105  61.70  1302  12095 

Oct  6140  -0.10  6140  6120  1SS  1,640 

Dac  62.74  -107  6115  6 190  10TB  .13.601 

Mar  64.15  -0.10  - 6445  216  1,553 

Trial  ate  ate 

■ OBAHHE  JUCE  NICE  P50OCM;  cenMba 


(Uni  51044-401*  +4U95 

Brad  Bfcnd  (dated)  $1043409  -0L3B 

Brent  Eton!  (Marl  $11.10-144  -am 

W.U  $1144-1601  -0613 

■ tte.  PHOTOCTS  HWEprampt  dstaray  OF  mme) 


Bfl  Bte  BZ7 

PULP  AND  PAPER 

MtoUBCWjf  (US5: 34  tfr  ay  tans! 


Mar  10155  -145  10190  10130  4472  17450 

Hay  10115  -160  10110  10260  1696  5.731 

Jri  10225  -140  10360  10150  4SB  3600 

ftp  10260  -1.40  10160  10260  89  BOS 

Nov  10260  -140  - - 1 617 

Jan  1(1260  -140  - - 340 

Trial  ate  ate 


Salt  Oafs  opan 

price  drap  MgP  lira  VU  tat 
Mar  40960  -U0  40925  40960  25  548 

Jun  43300  -160  43460  43100  35  217 

Trial  67  811 


VOLUME  DATA 

Opan  Intanri  and  Vbkna  data  shorn  for  coeMOi 
Bated  on  COIEX.  NYICX.  C8T.  NICE,  CME,  C&CE 
and  PE  Onto  OS  mb  aw  fey  In  mem-  Vatam  & 
Open  ttrri  totals  an  J*  ri  tr*JW  matt. 


ROOTS  DATA 

to  natm  an  aqoapr  Oy  ca& 


■ UNLEADED  OASOLME 

MTMH  (0600  U5gaft;dUSgdtaj 


soot 


prtroy «. 
32068 


uSctewHv. 

52750 


2 maria  — 

3; 


-2.45  6 marila JJS 

065 


KngHiaM 
Nnr  Sweftl 


-1.70  12 
-1« 

I price 
290-294 
68-72 


Ee**r. 

177-179 

4144 


latest  Day-a  Opan 

prire  change  Hgh  low  M tat 
MV  3750  <065  3960  37.TS  21563  34.755 

Apr  40.10  -163  4150  4065  4695  20500 

May  4130  -4L73  4325  *1 10  2314  15421 

Jan  4150  -073  4265  4160  2650  12666 

to  42Jff  -068  4120  4130  .*15 11.017 

Any  4250  -063  - - 171  1£08 

Trial  ate  nte 


Mnor  Metals  tram  Metal  Bufiettn 
turepaan  baa  marfcat,  $ par  povri  En 
awriwus*  past  waak'a  priew  n brackets). 
Antimony:  99.65%.  $ par  tom.  1,400- 
1.-450  (1,340-1,400).  aiaoHrth:  min, 
9969%,  torew  Ion,  2.00-3.1 0.  CaMri 
mm.  99J95%.  cents  a pound,  10-20. 
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1 11  smooth  West  Indian 
chief  (8) 

5 11  go  off  vehicle  In  the  lead 
(6) 

9 One  often  guards  a person 
from  NE  France  (8) 

10  Fight  soldiers  for  ancient 
Greek  city  (6) 

12  Postpone  starter  of  figs  in 
venison  (5) 

13  These  girls  have  their  pride 
■ (9) 

14  ll  beats  (6) 

16  Like  Pooter,  starts  to 
describe  ideas  and  rumina- 
tions in  specific  tome  ffl 

19  Mostly  unnecessary  point- 
ers (7) 

21  Karen  and  I foolishly  m aka 
loads  of  bread  (4.2) 

23  Steal  entire  collection  gath- 
ered for  25  across?  (4,5) 

25  Such  as  1 down,  3.  4,  6,  ia 
and  21  down  (5) 

26  Took  tea  in  a different  situ- 
ation? (33) 

27  Tyrannical  ruler  finally 
agreed  to  amended  riot  act 
(8) 

28  Quiz  follows  American  city 
news  i6) 

29  ^^oqs  °ut3lde  second 
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1 Too  timid  without  25  across 
(6) 

2 Strange  wind  instrument 
you  certainly  wouldn’t 
sniff  at!  (4£) 

8 Chap  who  serves  11  and  25 
across?  Dropping  one  for  25 
across  (5) 

4 Church  has  absolute  happi- 

• ness  - not  quite  25  across 

(7) 

6 25  across,  sailor  follows 
fruit  (9) 

7 It’s  right  to  have  bouncers 
outside  ferries  (2-3) 

8 Changes  trains  - being  lost 
in  centre  of  Port  Said  (8) 

11  Such  as  1 across,  5,  14,  29, 
20  and  25  down  (4) 

15  Places  where  you  get  a 
grilling!  (9) 

17  It  starts  to  rain  violently 
outside  Italian  institute  (9) 

18  Rapidly  increase  25  across 

(8) 

20  Developer's  U (4) 

21  Left  succeed  eastern  25 
across  (3,4) 

22  Goes  round  and  cuts  girls' 
garments  (6) 

1 24  At  home,  exercise  without 
energy  Is  useless  (5) 

25  Goes  our  with  n (S) 
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LONDON  STOCK  EXCHANGE  

Bidders  circle  prey  as  takeover  frenzy  continues 


FTSE  AB-Share  index 


Equity  shares  traded 
TiinoMr  by  vahiflttiinBtte 

: 1400 

1200 


MARKET  REPORT 


By  Stave  Thompson, 

UK  Stock  Market  Editor 


The  bid  frenzy  in  London 
continued  yesterday,  with  a 
mixture  of  reality  and 
rumour  driving  stocks 
sharply  higher,  especially 
the  news  or  fundamental 
restructuring  in  the  French 
hanking  industry. 

The  takeover  by  Soci£t& 
Generate  of  Paribas,  two  of 
the  most  powerful  French 
banks,  and  the  potential  for 
even  more  domestic  mid  pan- 
European  moves,  ignited 
many  of  the  UK  banks.  Ana- 


lysts revisited  the  potential 
merger  stories  involving 
Barclays  and  NatWest, 
among  others. 

Adding  to  the  increasing 

excitement  in  the  financial 
sector  was  the  confirmation 
of  weekend  reports  that  Asa, 
the  French  insurance  group, 
bad  successfully  mounted  a 
strategic  and  tactical  coup  in 
getting  Guardian  Royal 
Exchange  to  agree  to  its  last- 
minute  bid. 

Analysts  and  traders  said 
the  spate  of  bids  and  merg- 
ers in  London  and  across 
Europe  and  the  US  had  been 
the  trigger  for  the  most 
recent  surge  in  stock  mar- 


kets and  would  continue  in 
the  short  term. 

“You  can't  take  your  eyes 
off  the  market  for  a second 
without  more  hard  bids  or 
bid  approaches  being 
announced;  that  Is  what  is 
driving  the  market said  the 
head  of  trading  at  one  Lon- 
don agency  broker. 

He  acknowledged  the 
other  fundamental  strengths 
affecting  London,  including 
the  continuing  influx  of 
cash,  aided  by  yesterday's 
mostly  cash  bid  for  Guardian 
Royal  Exchange  and  Imetal's 
increased  cash  offer  for 

English  China  Clays. 

“That  news  adds  to  the 


upside  pressure  on  the  mar- 
ket; we  all  know  that  cash 
bids  mean  more,  instant 
upside  pressure,"  he  said. 

And  the  most  powerful 
driving  force  for  the  market, 
the  prospect  of  more  interest 
rate  cuts,  was  another  bull- 
ish factor.  Yesterday’s  UK 
economic  news  added  to  the 
calls  for  another  reduction. 

The  Chartered  Institute  of 
Purchasing  and  Supply  said 
in  Its  latest  survey  that  the 
UK  manufacturing  sector 
was  still  weakening,  a report 
which  was  seen  as  increas- 
ing the  chances  of  a cut 

The  US  Federal  Reserve's 
open  market  committee 


begins  its  regular  monthly 
meeting  in  Washington 
today  to  determine  US  inter- 
est rates. 

The  Bank  of  England's 
monetary  policy  committee 
meeting  starts  on  Wednes- 
day, while  Thursday  sees  the 
European  Central  Bank 
meeting  in  Frankfurt 

Most  economists  expect 
the  Fed  to  leave  US  rates  on 
hold;  an  ECB  cut  is  a possi- 
bility; but  a quarter-point 
reduction  in  UK  rates  is 
favoured  by  the  majority  of 
analysts. 

At  the  dose,  the  FTSE  100 
index  had  been  catapulted 
through  the  WOO  level,  set- 


tling a net  116.4  ahead  at 
6.012.4,  having  run  up  to  a 
session  high  of  6,045.0. 

Dealers  insisted,  however, 
that  the  real  excitement  was 
being  felt  in  the  second- 
liners  where  the  FTSE  250 
shot  up  97.6,  or  2 per  cent 
"The  bids  will  come  thick 

ami  fast-  or  this  market  will 
drop  likp  a stone.”  said  one. 

The  FTSE  SmaQCap  was 
also  driven  by  takeover 
hopes,  pushed  up  23.4  to 
2J&L6.  although  one  sceptic 
continued  to  warn  of  the 
potential  for  more  profit 
warnings. 

Turnover  in  equities  ran 
up  to  L21bn  shares. 
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COMPANIES  REPORT 


By  Peter  John,  Martin  Brice 
and  JoeMGbazo 


Chemicals  bubbled  higher  as 
more  takeover  speculation  in 
the  sector  was  thrown  into 
the  crucible. 

News  that  Albright  & 

Wilson  Is  examining  several 
tentative  bids  prompted 
examination  of  the  possible 
targets  within  the  sector  and 
the  likely  predators. 

The  shares  rose  5 to  lM'/ap 
with  take-out  targets  rang- 
ing from  130p  (Credit  Lyon- 
nais Securities)  to  I80p 
(Sutherlands).  Possible  buy- 
ers include  Rhodia  of 
France,  Solutia  and  FMC  of 
the  US. 

Dealers  have  also  been 
looking  Increasingly  closely 
at  the  portfolio  managed  by 
Phillips  & Drew  Fund  Man- 
agement Tony  Dye,  P&D’s 
chief  investment  officer,  has 
been  warning  of  a stock  mar- 
ket correction  since  1996  and 
has  been  a big  buyer  of 
“value”  stocks. 

Recently  many  of  those 
stocks  have  performed  so 
badly  that  they  have  become 
takeover  targets.  For  exam- 
ple, P&D  has  stakes  of  above 
20  per  cent  in  Wace,  Norcros, 
Sears  and  Mirror  Group.  It 
also  has  a 24  per  cent  stake 
in  Brent  International  and 
22  per  cent  of  Hickson  Inter- 


national. Brent  was  fiat  at 
114‘Ap  and  Hickson  slightly 
easier  at  42%p.  Laporte, 
another  seen  as  vulnerable, 
jumped  44  to  567‘Ap. 

Building  materials  group 
Caradon  saw  brisk  trade  of 
4 -3m  as  the  stock  put  in  a 
strong  performance,  prompt- 
ing speculation  that  the  com- 
pany is  close  to  announcing 
its  long-awaited  disposals 
programme.  The  shares  rose 
8%  to  96p. 

Elsewhere  in  the  sector, 
receding  fears  of  recession 
prompted  buying  of  building 
materials  stocks.  BPB  gained 
20%  to  230p  while  Hanson, 
boosted  by  an  “oversold” 
comment  from  Panmure 


Gordon,  rose  21  to  4l3%p. 

MidCap  housebuilders 
were  also  a focus,  with 
Berkeley  rising  51  to  492%p 
and  Beazer  gaining  13  to 
I56p.  Housebuilding  stocks 
have  priced  in  recession  for 
much  of  the  past  year,  but 
growing  hopes  that  the  UK 
economy  win  merely  slow, 
rather  than  suffer  recession, 
have  seen  some  building- 
related  stocks  outperform 
recently. 

News  that  France's  largest 
hank,  SocfetS  Gdngrale, 
intends  to  take  over  rival 
Paribas  revived  the  enthusi- 
asm for  consolidation  within 
the  UK  flnanrials 

However,  the  early  morn- 
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ing  enthusiasm  that  the 
French  move  would 
strengthen  the  desire  of  UK 
hanfc-g  to  enter  the  European 
“super  league”  was  seen  as 
something  of  a knee-jerk 
reaction  and  share  prices 
eased  in  the  afternoon. 

Robert  Law  of  Lehman 
Brothers  said:  “I  don’t  think 
it  alters  very  much.  Results, 
bad  debts  and  base  rate 
movements  are  still  the 
main  drivers  in  the  sector.” 

Barclays  led  the  way  for- 
ward with  a 4 per  cent  gain 
in  early  trading.  The  shares 
were  helped  by  newspaper 
reports  that  the  bank  is 
planning  cost  cuts  in  its 
retail  hanking  operations  of 
about  £300tn  that  are  likely 
to  lead  to  hundreds  of  job 
losses.  Dresdner  Kleinwort 
Benson  reiterated  its  “add” 
stance  on  the  stock. 

The  shares  closed  31  up  at 
£13.91  while  National  West- 
minster gained  39  to  £11.55. 

Royal  & Sun  Alliance  rose 
21  Vi  to  483%p  on  relief  that 
the  insurer  was  not  to 
acquire  Guardian  Royal 
Exchange.  Commerzbank 
underlined  the  general 
mood.  The  broker  upgraded 
the  stock  from  “hold"  to 
“buy",  having  previously 


said  the  rumoured  390p  offer 
was  too  high  and  that  GRE 
offered  no  strategic  benefits 
to  Royal. 

Commerzbank  also  down- 
graded Axa's  Sun  life  Pro- 
vincial from  “buy”  to  “hold" 
alter  it  was  announced  that 
the  insurer  had  sealed  an 
agreed  £3.4bn  acquisition  of 
GRE.  Sun  Life  fell  51  to  530p. 
GRE  fen  6%  to  361p. 

Shares  in  Regent  inns  rose 
21  to  19lp  after  it  confirmed 
weekend  press  reports  that  it 
has  started  talks  with  SFI 
Group  that  could  lead  to  a 
merger. 

A joint  statement  from  the 
two  groups  said  their  chief 
executives  had  “exchanged 
preliminary  views  on  the 
merits  of  combining  the  two 
companies"  and  that  formal 
merger  talks  would  begin  in 
the  near  future.  SFI  was  also 
in  demand  and  the  shares 
appreciated  13  to  191%p. 


Bass  surges 

A shortage  of  stock  in 
hotels  and  drinks  group 
Bass.  Which  holds  its  animal 
meeting  on  Thursday,  con- 
tinued to  drive  the  shares. 
They  closed  50  up  at  870p. 

The  market  appeared  to 
give  the  thumbs-up  to  food 
retailer  Tesco  after  It  said  it 
was  launching  subscription- 
free  internet  access  for  10m 
Clubcard  households  across 
the  country.  The  shares 
hardened  4%  to  192p  in  a 
busy  session  that  brought 
turnover  of  26m. 

Dealers  appeared  to  ignore 
fears  In  some  quarters  that 


the  new  service  from  Tesco 
may  hurt  business  at  Dix- 
ons, which  also  hag  a free 
internet  service.  Shares  in 
the  electrical  goods  retailer 
soared  29%  to  £10.39%.  The 
group  said  it  was  to  add  a 
finance  and  investment 
channel  to  Freeserve,  its  free 
internet  service,  in  the  sum- 
mer. 

It  was  a mixed  day  for  the 
other  leading  food  retailers. 
A two-way  pull  in  Asda 
Group  brought  volume  of 
16m  as  the  shares  edged  % 
ahead  to  164%p,  but  sellers 
gained  the  upper  hand  tn 
Somerfield,  the  shares  clos- 
ing 3%  lighter  at  390%p. 

Software  group  Lynx  was 
up  5 at  190p  following  posi- 
tive comments  from  Dresd- 
ner Kleinwort  Benson.  Mark 
Loveland  at  the  broker  told 
clients  the  price  of  the 
shares  was  "fundamentally 
too  low".  He  set  a price  tar- 
get of  350p  for  the  end  erf  this 
year  and  420p  for  next  and 
sai±  “Lynx  has  considerable 
upside.” 

Shares  in  British  Land 
jumped  19  to  460p  in  trade  of 
3.5m  as  several  market  spe- 
cialists raised  the  prospect  of 
the  group  spinning  off  Its 
Broadgate  development  In 
the  City  of  London. 

Talk  of  such  a move  came 
after  the  company  took  a 
group  of  analysts  on  a tour 
of  the  Broadgate  properties 
yesterday,  although  the  com- 
pany said  nothing  about 
such  a move.  Analysts  said 
the  tone  had  been  “upbeat” 
and  one  said:  “The  company 
was  positive  about  the  City 
office  market  as  well  as  the 
retail  market.  We  got  quite  a 
lot  of  new  information." 

Other  leading  stocks  in  the 
sector  were  also  in  demand. 
Hammerson  put  on  17  to 
374%p,  and  MEPC  improved 
21%  to  415p.  Land  Securities 
appreciated  35  to  762p. 

H Young  Holdings,  the 
sports-lifestyle  products  dis- 
tributor. was  off  1%  at  91p 
after  the  purchase  of  the 
Animal  brand  of  accessories 
for  no  more  than  £1.9m. 
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T akeovers  help  bulls  buck  Bronco  legend 


EMERGING  MARKET  FOCUS 


WORLD  OVERVIEW 


Takeover  activity,  one  of  the 
most  important  factors 
behind  the  global  stock  mar- 
ket recovery  of  late  1998,  was 
once  more  responsible  for 
improving  investor  senti- 
ment yesterday,  writes  Philip 
Coggan. 

The  planned  link-up 
between  Soctetfi  G6nerale 
and  Paribas  of  France,  and 
the  agreed  takeover  by  Asa 
of  British  insurer  Guardian 
Royal  Exchange,  caused  a 


flurry  of  excitement  in  finan- 
cial stocks. 

European  bourses  got  a 
particular  lift  from  the  news, 
with  investors  turning  their 
mind  to  the  prospects  of  fur- 
ther consolidation  within  the 
banking  sector.  The  Dax  in 
Frankfurt  and  the  CAC  40  in 
Paris  each  gained  more  than 
1 per  cent 

Wall  Street  had  a rather 
more  mixed  opening  with  a 
stronger-than-expected 
report  from  purchasing  man- 
agers  for  January  being 


badly  received  by  the  bond 
market 

The  Federal  Reserve  open 
market  committee  begins  a 
two-day  meeting  today,  but 

few  analysts  expect  a rate 
change,  especially  after  last 
Friday’s  strong  fourth- 
quarter  gross  domestic  prod- 
uct numbers. 

Later  in  tbe  week,  the 
European  Central  Bank  and 
Bank  of  England  will  also 
announce  rate  decisions, 
with  the  best  chance  -for  a 

cut  being  in  tbe  UK. 


Hopes  of  interest  rate 
reductions,  and  the  never- 
ending  takeover  round,  man- 
aged to  keep  most  stock  mar- 
kets moving  ahead  in  Janu- 
ary. despite  worries  about 
slowing  economic  growth 
and  corporate  earnings. 

According  to  figures  from 
FTSE  International,  Brazil 
achieved  a rare  double  in 
January,  producing  tbe  best 
performance  of  a stock  mar- 
ket in  local  currency  terms  - 
op  20  per  cent  - but,  thanks 
to  the  devaluation  of  tbe 


Real,  the  worst  performance 
in  dollar  terms  - down 
nearly  30  per  cent. 

Greece,  which  some  inves- 
tors hope  is  on  course  to  join 
the  euro,  was  the  best  per- 
former in  dollar  terms,  gain- 
ing 15  per  cent 

The  so-called  January  indi- 
cator - the  theory  that  “as 
January  goes,  so  goes  the 
year"  - should  have  been  an 
encouraging  sign  for  the  US 
equity  market,  given  that 
Wall  Street  showed  a net 
gajn  in  the  first  month  of 


1999.  In  the  US.  tire  indicator 
has  made  an  accurate  predic- 
tion 90  per  emit  of  the  time 
since  1960. 

But  tbe  superstitious  could 
also  point  to  the  Superhowl 
indicator,  a discouraging 
omen  for  the  bulls.  Legend 
has  it  that,  if  an  AFC  team 
wins,  the  market  will  fall; 
the  Denver  Broncos  of  the 
AFC  triumphed  on  Sunday. 
However,  Denver  also  won 
the  Superbawl  in  1998  and 
the  market  marched  higher 
regardless. 


Symbolic  index 
faced  by  reality 
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Alliance  plan  activates  banks 
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Bank  shares  had  a hyper- 


BNP 

Sure  price 


Parties 

jtkmi  price 


Socldti  Generate 
Share  price  (€J . 


AMERICAS 


Wall  Street  began  February 
with  a mixed  early  session 
as  investors  got  behind 
blue-chip  and  high-tech 
stocks,  but  turned  away 
from  the  broader  market, 
writes  John  Labate  fn  New 
York. 

Trading  was  mainly  cau- 
tious ahead  of  the  first  meet- 
ing of  the  year  for  the  Fed- 
eral Reserve's  open  market 
committee  to  decide  interest 
rate  policy.  While  few  on 
Wall  Street  expect  the  Fed  to 
make  a move,  it  comes  near 
the  end  of  the  quarterly 
earnings  season  when  inves- 
tors are  looking  for  new 
direction. 

By  early  afternoon  tbe 
Dow  Jones  Industrial  Aver- 
age of  blue-chip  shares  had 
risen  35J53  to  9,394.36  while 
tbe  broader  Stan- 
dard  & Poor’s  500  index  500 
index  was  off  2^86  at  1,276.78. 
Higher  internet  and  com- 
puter shares  helped  raise  the 
Nasdaq  composite  6.53  to 
2,512.42. 

Merger  announcements 
continued.  Morton  Interna- 
tional surged  $9%  to  $35% 
after  news  that  specialty 
chemicals  company  Rohm 
and  Haas  would  acquire  it 
for  $A9bn. 

In  telecoms.  Bell  Atlantic 
fell  91%  to  $58%  despite  a 
raised  price  target  by  Leh- 
man Brothers.  In  the  Dow, 
Hewlett-Packard  gained  $2j£ 
to  S81&.  Shares  of  AT&T 
surged  $2{i  to  $93  {i,  after 
British  Telecom  said  It  was 
considering  a venture  with 
the  US  leader. 

Airline  stocks  continued  to 
surge  after  last  week's  deci- 
sion by  a handful  of  carriers 
to  raise  fares.  Continental 
Airlines  rose  6.8  per  cent  or 
$2£  to  $40i  after  BT  Alex 
Brown  raised  its  rating  to 


“strong  buy"  from  “market 
perform".  AMR,  parent  of 
American  Airlines,  climbed 
$1%  to  $60%. 

Northrop  Grumman 
surged  $5  or  88  per  cent  to 
$62  after  Paine  Webber  raised 
its  rating  of  the  defence  con- 
tractor to  “buy”  from  “neu- 
tral". 

Online  brokerage  stocks 
surged  in  active  trading. 
E*Trade  climbed  16  per  cent 
to  $64%  and  Ameritrade 
gained  more  than  28  per  cent 
to  $99%.  But  Charles  Schwab 
gained  just  to  $70%  after 
the  company's  online  divi- 
sion raised  margin  require- 
ments fen*  certain  stocks. 

Small  - company  shares 
were  mixed,  with  the  Russell 
2000  index  up  less  than  one 
point  at  42781. 

TORONTO  continued  to 


active  session  following  the 
news  that  Societe  Generate 
and  Paribas,  two  French 
financial  heavyweights, 
planned  to  forge  themselves 
into  the  world's  fourth  larg- 
est bank. 

German,  Spanish,  Italian 
and  Dutch  banks  all  moved 
higher  as  a heightened 
round  of  consolidation  talk 
among  brokers  and  investors 
gripped  the  sector. 

In  Paris,  the  trading  pat- 
tern was  more  mixed.  Pari- 
bas. for  example,  ended  €8.15 
or  9.7  per  cent  higher  at 
€92.15  after  hitting  a session 
peak  of  €97.  SocGen.  which 
is  taking  over  Paribas  via  a 


after  the  German  Stinnes 
group  said  it  would  offer  to 
buy  all  the  outstanding  BTL 
stock  for  SKr45  per  share. 

Volvo  picked  up  SKiT  to 
SKr21980  on  the  view  that 
the  share  looked  cheap  after 
last  week's  announcement 
that  it  was  selling  its  car 
division  to  Ford  for  SKrSObn. 

HELSINKI  was  dragged 
lower  as  Morgan  Stanley  cut 
its  rating  on  telecoms  giant 
Nokia,  down  €7  to  C12L50. 


These  are  not  easy  times  for 
the  Palestine  Securities 
Exchange.  As  it  prepares  to 
celebrate  its  second  birth- 
day. traders,  and  indeed 
Suleiman  .Abbadi,  recently 
appointed  its  new  general 
manager,  may  find  little  rea- 
son to  cheer. 

The  PSE  was  established 
as  much  as  a symbol  of  Pal- 
estinian sovereignty  as  a' 
way  for  establishing  a viable 
financial  system.  . 

However.  Palestinian  trad- 
ers and  the  business  commu- 
nity in  neighbouring  Jordan 
have  been  disappointed  with 
its  performance. 

Average  monthly  turnover 
since  September  has  hovered 
around  $3m  compared  with 
$16.7m  in  March.  The  Al- 
Quids  index  has  never  looked 
like  returning  to  last  June’s 
peak  of  185.  By  the  close  of 
trading  on  Sunday  - the 
exchange  is  open  twice  a 
week  - the  index  was  at 
153.24  and  turnover  was  just 
$389,044. 

Investors  have  stayed 
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The  Hex  index  fell  106.74  or . away  from  the  PSE  for  a 


The  FTSE  Eurotop  300  index 
rose  17.43  or  144  per  cant  Id 
1,23281  See  Euro  Prices  page. 


share  deal,  ended  off  €5  at 
€153.  BNP  also  lost  ground, 
easing  €185  at  €78. 

In  Frankfurt,  Deutsche 
Bank  shot  up  €1.49  before 


gain  ground  as  further  settling  85  cents  higher  at 


advances  for  banks  and 
golds  kept  the  benchmark 
indices  on  a rising  trend. 
The  300  composite  index  was 
up  32.74  at  6,762 JO  at  noon. 

Royal  Bank  of  Canada  rose 
80  cents  to  C$78 50  and  Bank 
of  Montreal  gained  75  cents 
at  C$67.50.  Bank  of  Nova 
Scotia  added  45  cents  at 
C$32.95.  In  golds,  sector 
leader  Barrick  put  on  30 
cents  at  C$29.15. 

Cable  group  Rogers  Com- 
munications shot  up  C$1.85 
to  C$23.10  and  internet 
shares  remained  a firm  fea- 
ture in  spite  of  recent  high- 
profile  warnings  about  over- 
valuations. Bid.Com  Interna- 
tional gained  50  cents  to 
C$7.60. 

Alcan  Aluminium  lost  35 
cents  at  C$38.50  and  Sea- 
gram. the  drinks  and  enter- 
tainments giant,  came  off  90 
cents  at  C$71.10. 

Telecoms,  a notably  firm 
market  lately,  ran  into  prof- 
it-taking with  Northern  Tele- 
com sliding  C$1.70  to  C$94. 


Sao  Paulo  advances  as 
Real  steadies  after  fall 


€50.55.  Dresdner  added  70 
cents  at  €36.20  and  Com- 
merzbank 50  cents  at  €26^0. 
Dutch  leader  ABN  Amro 
rose  45  cents  to  €1755. 

Axa-UAP’s  acquisition  of 
UK  composite  insurer 
Guardian  Royal  Exchange 
helped  keep  the  financial  pot 
bubbling,  as  did  Goldman 
Sachs’  reiterated  positive 
stance  on  German  banks, 
suggesting  the  sector  had  an 
upside  potential  of  more 
than  30  per  cent 

Switzerland’s  UBS  put  on 
SFrl0-50  to  SFr469.50  as  it 
replaced  Deutsche  Bank  on 
Lehman  Brothers'  recom- 
mended list.  CS  Group  was 
SFrl.25  higher  at  SFr227.25. 

Italy's  BCI  put  on  29.5 
cents  to  €5.86  on  comments 
by  the  chairman  of  BCI 
shareholder  Deutsche  Bank 
that  the  Milan-based  bank 
would  be  a good  partner. 

In  Madrid,  the  French  alli- 
ance helped  Argentaria  close 
€1.17  or  52  per  cent  higher 
to  €23.73.  Popular  gained 
€1.63  to  €64.65. 

The  enthusiasm  extended 
neither  to  Santander,  down 
36  cents  to  €16.30.  nor  to 
BCH,  18  cents  lower  at  €9.98, 
since  their  own  merger  plans 


put  them  out  of  the  M&A 
picture.  BBV.  which 
announced  improved  earn- 
ings. lost  8 cents  to  €13.10. 

FRANKFURT  improved 
5921  to  5.239.60  on  the  Xetra 
Dax  index  after  touching  a 
session  best  of  5,292.74. 

Insurance  shares  were 
strong  in  the  wake  of  the 
latest  deal  in  the  European 
sector.  Munich  Re  added  0 
at  €228  and  Allianz  €8.46  at 
€333.46.  BMW  stood  out  In  a 
generally  dull  motor  sector. 
gaining  €5.60  at  €628.60. 

AMSTERDAM  gained  732 
to  540.01  on  the  AEX  index, 
helped  by  strong  gains  for 
ING  and  a bounce  for  ELM 
ahead  of  today's  third- 
quarter  results. 

The  airline  rose  85  cents  to 
€24.30  while  ING  led  a broad 
rally  for  financials.  It  gained 
€2.80  or  5.5  per  cent  to  €54.10 
while  Aegon  put  on  €1.90  at 
€98.60. 

ZURICH  was  enlivened  by 
the  activity  in  its  banking 
sector  and  the  SMI  index  fin- 
ished 90.0  higher  at  7.291.2. 

Among  other  movers, 
Novartis  rose  SFr41  to 
SFr2,697  and  Nestle  was 
SFr45  higher  at  SFr2.640. 
Both  shares  were  seen  to 
have  lagged  behind  the  mar- 
ket after  disappointing  reve- 
nue figures  last  month. 

MILAN  rose  287  to  23,998 
on  the  Mibtel  index  although 
volumes  were  low.  Banks 
held  centre  stage  but  there 
was  interest  in  other  sectors. 
ENI  put  on  22.1  cents  to 
€5.44,  supported  by  slightly 
firmer  crude  oil  prices. 

Flat  had  a volatile  day  as 
consolidation  elsewhere  in 
tbe  European  motor  indus- 
try continued  to  raise  expec- 


tations that  the  Italian  group 
would  announce  a major  alli- 
ance. The  shares  finished  73 
cents  higher  at  €238  in  spite 
of  Friday's  warning  of  lower 
profits  for  1998. 

Luxury  goods  group  Bui- 
gari,  however,  dropped  32J3 
cents  to  €5.26  after  a down- 
grade by  CSFB  and  a cut  in 
its  target  price  to  €5. 

STOCKHOLM  gained  on 
the  back  of  a rally  in  Erics- 
son and  further  focus  on 
vehicle  maker  Volvo.  The 
general  index  closed  43.45 
higher  at  3,350.26. 

Ericsson  jumped  SKrl2  to 
SKr223  after  last  week’s  1998 
results  that  proved  largely  in 
line  with  expectations,  and 
news  of  Its  new  mobile 
phone  platform.  Analysts 
said  the  stock  was  rising  on 
the  view  that  it  looked  cheap 
compared  with  Nokia. 

Transport  group  BTL 
surged  SKrlLTO  to  SKr 44.70 


L7  per  cent  to  6,069.03. 

PARIS  rose  to  a six-month 
high  as  the  CAC-40  gained 
52.12  to  4,303.92,  mainly 
lifted  by  financial  stocks. 

Axa-UAP  ended  €1.20 
lower  at  €126.60  after  ft  said 
Guardian  Royal  Exchange 
had  accepted  its  £3.6bn  cash 
and  share  offer.  Some  ana- 
lysts said  this  might  be  a 
deal  too  far  for  the  acquisi- 
tive Insurer  after  a string  of 
M&A  announcements  last 
year. 

Accor  rose  €10  or  5.6  per 
cent  to  €190  after  release  of 
hotel  occupancy  figures  for 
2985,  up  to  68.4  per  cent  from 
652  per  cent  a year  ago. 

France  Telecom  rose  €3.90 
to  €86.80,  accounting  for 
nearly  half  the  CAC-40's  rise. 
Analysts  attributed  gains  to 
continuous  buying  by  insti- 
tutions trying  to  match  the 
utility's  heavy  weighting  in 
European  indices. 


Written  and  edited  by  Michael 
Morgan,  Jeffrey  Brown,  Peter 
Hal  and  Bertrand  Benoit 


number  of  reasons.  The 
Israeh-Palestinian  peace  pro- 
cess has  all  but  collapsed. 
With  no  free  movement  of 
goods,  services  and  people 
from  the  Palestinian- 
controlled  areas  of  the  West 
Rank  and  Gaza  to  the  out- . 
side  world,  investors 
believed  the  risks  were  sim- 
ply too  high. 

Yet  given  such  an  environ- 
ment, investors  had  hoped 
Yassir  Arafat's  Palestinian 
Authority  would  have  tried 
to  make  the  PSE  more 
attractive.  They  have  been 
disappointed. 

Since  the  exchange  was 
set  up  in  February  1997. 
traders  have  been  waiting 
for  the  Palestinian  finance 
ministry  to  set  up  a regula- 
tory body  for  the  PSE. 

“We  kept  asking  and  we 
kept  wafting  for  the  ministry 
to  do  something."  said  one 
trader.  “Nothing  happened." 

The  trader  said  a regula- 
tory body  would  make  the 
PSE  more  transparent  and 
attractive  to  potential  inves- 


tors. It  would,  he  added,  pm- 
vide  a legal  framework.  , 

“Such  a regulator  is  cru- 
cial because  the  Palestinian 
Authority  has  a reputation 
for  corruption  among  local 
investors  and  the  diaspora," 
said  an  investor. 

Liquidity  Is  another  drai* 
back.  The  PSE^  market  capi- 
talisation is  $600m,  with  s&- 
vices  and  banking  making  I 
up  90  per  cent  of  the  volume 
of  20  listed  shares.  Tradera 
and  businesses  believe  more 
could  be  done  for  liquidity' 
by  the  PA  implementing  pri- 
vatisation. 

“Tbe  PA  is  dragging  its 
feet  by  not  drawing  up  ade- 
quate investment  or  banking 
laws.  And  it  refuses  to  dis- 
mantle its  monopolies,  such 
as  in  cement  and  telecom- 
munications," said  a Pales- 
tinian hn<rfru*ggmnn  - 

To  complicate  matters,  the 
PA  is  active  on  the  PSE 
through  its  subsidiaries, 
which  include  the  Palestine 
Development  and  Invest- 
ment Company  and  Pales- 
tine Telecommunication 
Company  (Paltel)-  Of  the  10 
leading  stocks.  Paltel,  a 
monopoly,  accounts  for  50 
per  cent  of  their  market  cap 
italisatlon. 

"The  PA  is  crowding  out 
the  private  sector.”  said  a 
Palestinian  official.  “Until 
the  PA  changes  its  ways, 
investors  will  be  hesitant 
about  coming.” 
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SAO  PAULO  opened  higher 
as  the  Real  stabilised  at 
R$1.97  to  the  dollar,  recowr- 
ing from  its  sharp  decline 
through  the  R$2.0Q  level  on 
Friday. 

The  Bovespa  index  rose 
305  or  3.73  per  cent  to  8,478 
at  midsesslon  amid  hopes 
that  the  stronger  Real  would 
help  ongoing  talks  between 
the  government  and  IMF 
over  the  release  of  a S4l.5bn 
rescue  loan  agreed  last  year. 

CARACAS  strengthened. 


with  the  IBC  index  up  143.04 
to  4,328.22  at  midsession, 
buoyed  by  a rise  in  oil  stocks 
and  assurances  by  Hugo 
Chavez.  Venezuela's  new 
president,  that  he  would 
fight  inflation  and  foiling  oil 
prices. 

MEXICO  CITY  was  little 
changed  as  the  peso  resumed 
its  rise  amid  renewed  opti- 
mism about  Brazil. 

The  IPC  index  gained  14.62 
to  3,972.55  in  the  morning 
session. 


Profit-taking  curbs  Jo'burg 


SOUTH  AFRICA 


Johannesburg  made  a 
spirited  start,  helped  by  bet- 
ter-than-expected  money 
supply  and  credit  extension 
figures  for  December  that 
raised  hopes  for  another  cut 
in  interest  rates. 

However,  prices  later  lost 
some  of  their  edge  to  close 


only  modestly  firmer, 
weighed  down  by  profit- 
taking  and  a foil  In  the  min- 
ing sector. 

The  overall  index  finished 
25.2  higher  at  5.824.3  while 
rate-sensitive  financials 
picked  up  68.5  to  9.05L6  and 
industrials  rose  45.2  to 
6.765.2.  Golds  closed  6.8 
firmer  at  94L3. 
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Results  optimism  lifts  Sydney 
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ASIA  PACIFIC 


Ecouomic  and  corporate 
results  optimism  got  firmly 
behind  SYDNEY.  lifting  the 
AH  Ordinaries  index  to  a 
record  high  as  bank  and  tele- 
coms blue  chips  made 
amends  for  further  weakness 
among  resource  stocks. 

The  benchmark  rose  29.9 
or  1 per  cent  to  2.923.7  in 
good  two-way  volume.  Wall 
Street's  gains  on  Friday  com- 
bined with  last  week’s  posi- 
tive Australian  inflation 
data  to  boost  sentiment 
ahead  of  the  company 
results  season. 

Banks  were  in  the  thick  of 
the  action  after  strong 
results  from  sector  leader 
NAB  last  week.  Westpac 
Jumped  27  cents  to  ASH  27. 
In  telecoms,  Telstra  rose  Si 
cents  to  a record  close  of 
AS9.I5.  In  media.  News  Carp 
gained  35  cents  to  AS11.S7. 

In  resources,  BHP  came  off 
6.4  cents  at  ASii.62  and  Rio 
Tinto  9.4  cents  at  AS19l30. 

TOKYO  retreated  from 
early  highs  to  end  slightly 
lower  as  investors  took  prof- 
its on  cross-shareholdings 
ahead  of  the  fiscal  year-end 
on  March  31,  Reuter  reports. 

Some  traders  said  the  mar- 
ket was  also  dented  by 
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doubts  over  the  feasibility  of 

government  plans  to  set  up  a 
body  by  the  end  of  March 
that  would  buy  stocks  to 
allow  tbe  unwinding  of  cor- 
porate cross-shareholdings. 

The  Nikkei  225  average 
closed  34.07  lower  at 
14.465.18.  Broader  indices 
were  also  lower.  The  Nikkei 
300  index  lost  1.70  at  22288 
while  the  Toplx  index  gave 
up  5.89  at  1,110.37.  Trading 
volume  fell  to  310.Sm  shares 
on  the  first  section  from  Fri- 
day's 445 -3m  shares. 

Declining  issues  outnum- 
bered advancers  562  to  546, 
with  177  issues  unchanged. 

The  market  started  with  a 


firm  tone,  due  mainly  to 
buying  in  high-tech  issues, 
encouraged  by  a rally  in 
New  York  stocks  on  Friday 
and  stability  in  the  currency 
market.  But  investors  took 
profits  on  seeing  the  limited 
upside  above  14^00  on  the 
Nikkei  225. 

Furukawa  Electric  picked 
up  Y32  to  Y532,  supported  by 
rising  demand  for  fibre 
optics.  High-tech  issues, 
bought  initially,  ended 
mixed.  Sony  pared  early 
gains  to  end  Y70  up  at 
Y8.520.  Toshiba  ended  Y5 
higher  at  Y768  while  Hitachi 
lost  Y20  at  Y8Z5. 

Securities  shares  were 

generally  lower  on  profit- 
taking. Nomura  Securities 
fell  R39  to  Y975.  However, 
Kokusai  Securities 
rebounded  from  early  lows 
to  end  Y27  higher  at  Y1.029 
on  reports  that  Nomura  and 
its  group  companies  planned 
to  sell  their  stake. 

TAIPEI  fell  to  a 32-month 
low  in  weak  volume  as 
investors  wound  down  their 
positions  ahead  of  the  nine- 
day  lunar  new  year  holiday 
which  begins  next  week. 

Hie  electronics  sector  lost 
3.3  per  cent,  although  the 
day's  volume  was  the  lowest 
since  January  1997.  Brokers 


said  there  were  clear  signs 
investors  were  beginning  to 
wind  down  positions  ahead 
of  the  break.  The  weighted 
index  fell  135.53  or  23  per 
cent  to  5,862.79. 

Wlnbond,  the  integrated 
circuit  maker,  tumbled 
T$2.60  or  6.7  per  cent  to 
TS3650. 

HONG  KONG  staged  a late 
turnaround  as  gains  in 
HSBC  offset  concerns  over 
the  release  of  Bank  of  East 
Asia  1998  results.  The  Hang 
Seng  Index  ended  92.65 
higher  at  9.599.55  after 
spending  most  of  the  day  in 
negative  territory  and  hit- 
ting a low  of  9,336.26.  Vol- 
ume was  a modest  HK$35bn. 

HSBC  put  on  HK$4  to 
HKS197  after  recovering 
from  a low  of  HK$192.  How- 
ever. Bank  of  East  Asia, 
expected  to  report  today  a 
near  halving  of  1997  net  prof- 
its, fell  15  cents  to  HKS1050. 

SEOUL  closed  higher  as 
institutions  went  on  a buy- 
ing spree  after  hints  interest 
rates  could  fan.  The  compos- 
ite index  closed  1024  or  13 
higher  to  581.67. 

The  rise  followed  a com- 
ment from  Chun  Chol-hnan. 
the  central  bank  governor, 
who  said  Korea  would  cut  its 
overnight  call  rate. 
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‘Seven  Principles  for  Sustained  Growth” 


A new  publication 

for  business  leaders  by  business  leaders 


BWOGEWATER  MANAGEMENT  CONSULTANTS  WOUW  like  tO 
announce  the  launch  of  “Seven  Principles  for  Sustained 
Growth".  With  an  emphasis  on  simple  end  practical 
recommendations,  this  book  is  enriched  with  revealing 
commentary  from  over  twenty  chief  executives  and 
chairmen  of  the  UfOs  largest  corporations.  Proving  again 
that  Great  minds  think  alike! 


A Emitad  supply  of  copies  are  available  directly  from  Bridgewater  at 
33  Netting  HU  Gate.  London,  W11  3JCL 
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